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GENERAL 


International Competition Over High-Tech in 1990's 


VOC MO2R9A Beying SHIE ZHISHI (WORLD 
AT FAIRS) in Chinese No 10, 16 May 90 pp 2-3 


[Article by Feng Zhaokui (7458 2507 1145): “High-Tech 
Competition in the 1990's —As the Core of Comprehen- 
sive National and Due to the Closing Gap 
Between the of All Sides and the Increase of 
Input. High-Tech Competition Intensifies”) 


[Text] The raped development of technology and its 
growing influence in economic, ical, military, and 
diplomatic areas have caused high technology to 
ea eae > oe SE ae 


situation and take on a more complex nature 


Further Intensified 


Pau! Kennedy, author of the U.S. best seller Rise and 
Fall of the Great Powers, after reviewing historical expe- 
reences, held that a major cause 
power is the loss of balance between economic and 
military strength with too much weight on the latter 
Taizo Yakushiji ($522 1597 
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The three powers—military, economic, and technolog- 
cal—have always had profound interrelations and inter. 
actions Especially today, when the new technological 
revolution 1s being carned out, technology 1s functioning 
not only asa relatively independent power but more as a 
backup force ochind the development of military and 
economic power We may say that technology is the core 
of the comprehensive national strength based on eco- 
nomic, military, and technological power Because the 
focus of the competition of great powers is switching 
increasingly from the arms race to comprehensive 
national strength, we can predict that in the 1990's 
high-tech competition will becom further intensified. 


Another important cause for increasingly intense high-tech 
technological 


developed 
hall game. when the strengths of the two sides are close. the 
competition will be intense and the game will be more 
interesting Since the beginning of the 1980's, technolog- 
ical competition and frnction between the United Siates 
and Japan have developed as cach day goes by. An 
important cause for this 1s that Japan's technological levc' 
is rising rapidly, continuing to reduce the distance between 
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Japan and the Un ved States. According to my estimate, 
the gap between the technological levels of the United 
States and Japan will become even emailer in the 1990's 
Japan's “scientific and technological index” (assuming 
that the U.S. index is 190) will rise from 52.7 percent in 
1985 to 66.2 percent in 2000. As for Europe, considering 
that the unified European market will be formed in 199). 
Germany will be unified, and other major changes have 
taken place in Europe, it 1s possible that the technological 
level of West Europe will rise rapidly and that the gap 
between West Europe and the United States and Japan wil! 
be narrowed 


The technological levels of the United States and Japan are 
well-matched in some important high-tech areas such as 
their branches. They each have their own advantages, so the 
competition in these areas is even more complesx In July 
1987, the United States held a “conference on the commer. 
cialization of superconductors At the conference, Pres- 
dent Reagan personally proposed a “plan on accelerating 
the development of superconductors” (it 18 very unusual in 
the United States for presidents to reveal scientific and 
tech plans) F were not allowed to attend 
this con This } | typically demonstrated that 
the competition in some major high-tech areas has devel-, 
oped to the white-hot degree 


Another cause for intensifying high-tech competition in 
the 1990's is that, along with the development of US. 
Soviet detente and arms reduction, the two superpowers 
may take part of the manpower and maternal and finan. 
cial resources that have been used for years on military 
technology research and weapon development and 
transfer them to “popular” high-tech areas which have 
the most potential and prospects for economic value and 
industrial use. thus further intensifying the competition 
in these major high-tech areas. In June 1987, the US 
Department of Commerce published a report titled The 
Current Situation of Growing Technology—Economic 
and Technological Appraisal Till 2000. This report cal- 
culated the contribution of every high-tech area in terms 
of gross national product (GNP) and used it as a basis to 
list high technologies in the order of their importance 
They are the synthetic maternals of the new maternals 
technology group, the genetic factor rearrangement of 
the bio-technology group. the photoelectron and high- 
density microelectrons (integrated circuit) of the elec- 
tronic technology group, the computer equipment of the 
computer technology . and the automatic manufac- 
turing technology of the automatic technology group. We 
may say that high-tech is the “commanding point” of 
interna*ional struggle in the 1990's. To seize this “com- 
manding point,” all countries will inevitably enter into 
an unprecedentedly intense compet tion 


Further Complicated 


Because the application and industnalization of high- 
tech research and development results have been accel- 
erated day by day. the competition of high-tech research 
and development often quickly turns into the trade 
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friction of high-tech industries, causing teclinological 
competition to be entangled with trade friction 


Before the 1980's, the United States had great advan- 
tages over Japan in such high-tech areas as electronics 
and communications. Until 1980, the United States still 
managed to be in the black in the trade of high-tech 
industries. However, after entering the 1980's, the 
United States gradually lost its edge in the competition 
of some high-tech industries. In 1986, the United States 
suffered deficits for the first time in the trade of high- 
tech industries, including $18.7 billion of trade deficits 
in Communications equipment and electronic compo- 
nents, nearly $800 million in motors and spare parts, and 
$2.9 billion in scientific calculating and measuring 
equipment. It is not hard to tell from the above figures 
that the highest high-tech trade deficit of the United 
States happens to be in communications and electronic 
components whose market 1s expanding rapidly This 
means that US. high-tech trade deficits may be enlarged 
further, Today the United States maintains a certain 
advantage only in the areas of airplane manufacture. 
missiles, and space equipment. Even this advantage is 
being weakened continuously 


Most high > a dual-purpose nature— 
military and civilian. use of this, as US. high-tech 
trade deficits grow, the high-tech products of Japan and 
other countries have entered not only the US market of 
civilan consumer geods but also the US. market of 
military supplies Stasstics show that almost 80 percent 
of the U.S. military semiconductor equipment is manu- 
factured in Asia and most is imported from Japan 
Components from Japan have been installed and assem- 
bled in the crucial parts of such weapons as missiles and 
fighter pianes This has caused two concerns in the 
United States. One 1s the fear that the occupation of the 
U.S. military supphes market by Japancee high-tech 
products may affect the sound development of the US 
military supplies industry, thus undermining the security 
of the United States. The other is the fear that the 
imereasing dependence of US. weapon systems on Jap- 
anese high-tech products may cause the US. military to 
be controlied by Japan. The US. Defense Department 
pointed out in February 1987 in a report titled The /sswe 
of Dependence on Semiconductors for Defense Use that. 
of the air-to-air representative missiles produced L) the 
U.S... “16 components are dependent on foreign coun- 
tries. If foreign countries stop the supply. the United 
States will have to stop producing such missiles within a 
period of 18 months.” To reduce dependence on foreign 
military high-tech products, the United States stipulated 
in legal forms in 1987 and 1988 that the United States 
should substantially enlarge the scope of “products that 
must be produced domestically.” For instance, it 
demanded that the ratro of the domestic production of 
carbon fiber materials be raised to $0 percent in 1992 
This shows that as the dual purpose of military and 
civilian use of high-tech products becomes increasingly 
prominent. the entanglement of high-tech competition 
and the security iswe wil) become more and more 


complicated 
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Today more and more 1 powers consider national 
high-tech strength and level as an important sgn of 
national prestige, Recently, the United States even 
resorted to political pressures in its friction with Japan in 
regard 'o supercomputer won = J and trade. An 
important reason is that Japan lenged the United 
States even in the field of supercomputers, which was a 
U.S. monopoly for a long time, causing the United States 
to feel that it is losing its prominence. It is predicted that, 
in the future, high-tech competition will get deeper 
entangled with political issues. 


In the era of information, high-tech products as cultural 
carners and communications media have flourished. 
nS link between high-tech competition and cul- 
tural ions. Currently, Japan, the United States, and 
West Europe are quarreling over the issue of the system 
of high-resolution televisions. This is de facto a prelude 
to a cross century, great high-tech economic war Japa- 
nese clectronics research organs predict that interna. 
tional market demand for high-resolution televisions will 
exceed $200 billion in the year 2000. The US. elec- 
tronics sector, however, estimates that the market 
demand may reach $500 billion in the year 2010. West 
Europe vigorously opposes Japan's proposal on a unified 
system because it 1s afraid that Japanese high-resolution 
televisions, which have already entered the practical 
phase, will flood the European market On the other 
hand, it 1s also afraid that the United States will caport 
its high-resolution television sofiware to Europe West 
Europe insists on an independent system precisely 
because it wants to avoid economic and cultural crises 
that might be caused by the occupation of West Europe 
by Japanese and US high-resolution televisions 


Links to Changes in U.S.-Soviet Relations 


Finally, we should mention that the high-tech compet). 
tion of the West is linked in a complicated way to 
changes in US. -Soviet relations. In the US -Soviet high- 
tech confrontation which 1 a component part of | 8. 
Soviet confrontation, the Soviet Union has almosi no 
alhance whose technological level is equivalent to its 
own, while the United States can carry out vanous forms 
of high-tech cooperation with Western alliances on the 
one hand and prevent them from cxaporting to the Soviet 
Umon high technologies which have high military values 
on the other hand. However, as U.S -Soviet relations 
become relaxed. the united front of Western countnes 
formed on the basis of “the security protection of the 
West” to carry out technological blockade against the 
Soviet Union may gradually fall apart. Under the cond:- 
tion where the internal economic frictions of V estern 
countnes become increasingly acute, ome Western 
countnes may put more emphas:. on the possible benc- 
fits of economic relations with the Soviet Union, inevi- 
tably including the development of high-tech trade with 
the Soviet Union. Of course, ar long as the basic pattern 
of US Soviet confrontation remains basically the same 
the issue of technological “leak«" to the Soviet Union 
will continue to be the most complicated and sensitive 
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issue that links the high-tech competition of the West to 
political, “secur ty protection,” and diplomatic issues. 


NORTHEAST ASIA 


Japan's Nakayama Completes Middle East Tour 


‘Big’ Power Motivation Seen 


HKOSON90S S590 Hong Kone LIAOWANG (OUTLOOK 
OVERSEAS EDITION in Chinese No 46, 3 Sep 90 p 27 


Article by Jiang Yurhe (5592 6276 JIBi bh “Japanese 
oreign Minister's Visit to the Miduie East Draws Peo- 
ple's Attention’ | 


Text] Japanese 1: Minister Taro Nakayama left 
okyo on 17 August for formal visits to Saudi Arabia, 
Oman, Jordan, Egypt. and | urkey The purpose of Foreign 
Minister Nakayama’s Middle East visit amid the tense 
situation in this region has drawn people's attention 


The Gulf and the rest of the Middle East are of vital 
importance to Japan in terms of the economy and 
politics. Ninety-nine percent of its o1! comes from for- 
eign countries, 70 percent from the Middle East. Due to 
complicated relations between different Middle East 
nations and because of geological reasons, exchanges 
between Japan and these nations have been rare An 
important reason why the Kaifu cabinet has gained 
increasing domestic support is Kaifu's diplomatic 
achievements Therefore. Kaifu hoped to strengthen 
Japan's relations with Middle Fast countries and expand 
its diplomatic field by visiting these countries, with the 
aim of playing a greater role in international affairs and 
improving his position in the Liberal Democratic Party 
[LDP]. After Iraq's invasion of Kuwait and the outbreak 
of the Gulf criais Karfu did not ummediately give up his 
plan to visit the Middle East. the more dangerous the 
situation is, the “greater Japan's political role” will be 
On the other hand. the United States also hoped that 
Kaitu would start his Middle East tour as scheduled, to 
persuade the relevani count ies thr ugh his influence. 
and to show support for US sanctions against Iraq. But 
Japan could not decid: upon a “detailed policy” or an 
“appropriate measure” io case the crisis, therefore, a 
strong call arose within the LDP and the government, 
saying that 11 was unwise for Karfu to visit the Middle 
East at a time like thes Eventually Kaifu had no alter- 
native bul to postpone his Middle East tour and to let the 


foreign minister go first 


During his visits. Foreign Minister Taro Nakayama 
explained to the five Middic East countries why Kaifu 
post ned his Middle East tour No Japanese prime min- 
ister has visited the Middle East in the last 10 years, so 
Japan was worned that Karfu's postponement might cause 
a misv adersianding in the relevant countnes Nakayama 
also carried a letter from Karfu to heads of state of these 
Middle East countries caplaining the reasons and asking 
understanding Another purpose of Nakayama’s Middle 
East visit was to ascertain the actual situation and obtain 
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“firsthand information” on the specific requirements of 
these five Middle Bast countries, 6 as to work out a 
program for economic and tech assistance, and to 
make prepevations for Kaifu's Middle East tour in 
October. Apart from this, through Nakayama’s visits to the 
five countries, Japan wished to caplain its stand on Iraq's 
invasion of Kuwait and to express its willingness to pro- 
vide funds for countries suffering economic losses as a 
result of sanctions against Iraq, particularly for Turkey, 
Jordan, and Egypt 


As a matter of fact, the Japanese Government s feelings 
are complicated with regard to the current Middle East 
crisis resulting from Iraq's invasion of Kuwait. On the 
one hand, Japan is following the United States in sup 

porting the UN resolution on carrying out economic 
sanctions against Iraq and Kuwait [as published), apart 
from having feelings of embarrassment that are hard to 
mention the third day after Iraq's invasion of 
Kuwait, Japan announced a four-point measure for 
economic sanctions: It forbids oi! imports from Iraq and 
Kuwait, it forbids exports to Iraq and Kuwait, it has 
stopped its investments in, loans for, and other fund 
exchanges with Iraq and Kuwait, and it has frozen its 
economic cooperation with Iraq Prime Minister Kaifu 
has on many occasions directly telephoned US Presi- 

dent Bush cxpressing his support for the stationing of 
U.S. troops in Saudi Arabia and U.S. economic sanc- 
tions against Iraq. Japan has made it clear that i will 
provide funds for the relevant countries, including the 
United States. Due to restrictions of its Constitution, 
Japan cannot dispatch military personne! to foreign 
countries. The Japanese Government is now busy for- 
mulating detailed measures for economic ard Japan is 
doing this speedily, out of consideration for its own 
interests. If Japan had not taken a positive attitude afler 
the outbreak of the Middle East crisis. t would unques- 
tronably have been condemned by other countnes Japan 
was worried that this would result in a chain reaction and 
aggravate its economic friction with the United States 
and other countries, thus leading it into a predicament 


On the other hand, for a big oi! importing country like 
Japan, forbidding oi! imports from Iraq and Kuwait 
could be as bad as strangling itself Japan's oi! imports 
from Iraq and Kuwait account for |2 percent of its 
total o1! imports, and its of! emports from Iraq. Kuwart, 
and neutral regions between Saudi Arata and Iraq 
account for 16 percent of its total. Therefore, the 
Jepanesec Ministry of International Trade and Industry 
raised different opinions on the prohibition  f these oil 
imports. People in economic circles “reluctantly” 
pon eee their agreement with the government dec. 
HON ON IMposINg economic sanctions According to 
statistics compiled by Japanese banks. Japan's whole. 
sale price index rose by 0.2 pe: cent in carly August duc 
to an imerease in oF! prices. According to an estimate 
made by ‘ve Japanese Darwa Comprehensive Research 
Institute, the profit rates of various trades in Japan this 
year will be lower than last year's average as a result of 
oil price increases 
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Foreign Minister Nakayama's visits to the five Middle 
East countries give expression to Japan's wish to display 
its role as a “big political country” in international 
affairs, But there is a need to wait and see whether his 
tour will coordinate Japan's relations with these coun- 
ines on the question of imposing sanctions against Iraq, 
whether it will help strengthen its political ties with these 
countries, and whether it will enable Japan to increase its 
ot! imports from other countries in the Middle East so as 
to cope with the crisis. 


Cooperation Policy Discussed 
1K 1209155790 Beijing ZHONGGUO QINGNIAN BAO 
in Chinese 29 Aug 90 p 2 


[Article by Tokyo-based staff reporter Ai Zhi (5337 
2535): “Japanese Minister of Foreign Affairs Visits the 
Middle East To Size Up the Situation") 


[Text] Japanese Prime Minister Kaifu, who had origi- 
nally planned to visit five Middle East countries, 
including Turkey, Saudi Arabia, Oman, Jordan, and 
Egypt between 15 and 17 A , altered his plan by 
~~ Vy. Nakayama, the Japanese minister of for- 
eign affairs, to visit the aforesaid five countries because 
of the sudden change in the Middle East situation. The 
press here pointed out that Nakayama’s recent trip 
aimed to sound out the attitudes of those countries 
toward the Iraq-Kuwait war and their requirements from 
Japan, in order to better formulate Japan's policy. 


Scrutinize the Cards in the Others’ Hands; Visit To 
Discuss Guidelines 


To Japan, the Middle East is a vitally important oil 
supply bese, with 70 percent of the oil it needs derived 
from that region. For many years, Japan has paid rather 
great attention to its diplomatic and economic relations 
with the Middle East to tee a stable oi! supply. 
whereas various Middle countries have attached 
great importance to Japan's advanced technological 
equipment, great financial strength, and outstanding 
operation and management. Public opinion here stressed 
that Foreign Minister Nakayama’s visit to the five 
Middle East countries served as “a sounding tool in 
diplomacy” in the situation in which the United Nations 
has decided to exercise economic sanctions against Iraq, 
and the United States and other countries have dis- 
patched their armed forces to the Gulf. 


Upon his arrival in each of the five countries, the 
Japanese Foreign Minister Nakayama first presented a 
handwritten letter from Prime Minister Kaifu to explain 
the postponement of his visit, and the prime minister 
stressed that Japan would observe the UN resolution on 
exercising economic sanctions against Iraq and stated 
“Japan will make the greatest possible contributions” 
and would provide economic aid on an appropriate scale 
to various countnes concerned. 


Despite marked differences regarding the settlement of 
the Middle East dispute, the five aforesaid countries 


JPRS-CAR-90-072 
25 September 1990 


share the view of welcoming Japan's contribution to 
peace in the Middle East. Therefor the five countnes 
made arrangements for rather long meetings between 
Nakayama and their heads of state, who explained the 
condition of each country in earnest and expressed the 
hope that Japan could compensate for their losses 
resulting from the Gulf dispute. Egyptian President 
Mubarak explicitly proposed that Japan provide Egypt 
with $? billion in economic aid; Jordan and Turkey also 
proposed that Japan provide them with voluminous 
economic aid. As an oil-producing country that is finan- 
cially very wealthy, Saudi Arabia wanted Japan to give it 
support in communications and transportation, while 
Oman wanted Japan to provide it with long- and 
medium-term cooperation in industrialization and basic 
agricultural equipment. The Japanese press stressed that 
Japan also learned that the five countries expressed their 
understanding of Japan's basic position that no Japanese 
armed forces could be dispatched under the restrictions 
of the existing Constitution. 


Report the Situation; Formulate Relevant Policy 


Foreign Minister Nakayama was immediately sum- 
moned to the prime minister's office upon his return on 
25 August to present the formulation and basic content 
of the “policy of making contributions to the Middle 
East” to Prime Minister Kaifu, Minister of Finance 
Ryutaro Hashimoto, and Kabun Muto, Minister of 
International Trade and Industry. It was reported that 
opinions of relevant ministries and agencies would be 
solicited on the government's drafi, and it would be 
e ‘opted at a cabinet meeting before its official publica- 
tion According to press reports here, the Japanese 
Government's draft “policy of making contributions to 
the Middie East"’ consists of three parts, namely, “coop- 
eration with the multinational troops,” “cooperation 
with neighboring countries in the dispute,” and “increas- 
ing Japan's share of the expenditure for the U.S. Armed 
Forces stationed in Japan’; the Japanese press summed 
up the above as support in “human, financial, and 
material resources.” 


The main elements of cooperation with the raultina- 
tional troops are a medical corps of 100 men, consisting 
of staff members of hospitals attached to national uni- 
versities and national hospitals, the corps to be dis- 
patched at any time at the request of various Middle East 
countries, funds, materials, and equipment, including 
transportation machinery, will be provided for the mul- 
tinational troops, with the United States as the main 
body «nd the Arab joint forces, including Egypt, a new 
law wii’ be studied in order to officially send men to the 
multinai onal troops and to participate in the United 
Nations peacekeeping activities. 


Heated Debate Over Dispatching Troops 


Presently, heated debate is under way in Japan, centering 
on the issue of revising the law on dispatching aid corps 
in case of international emergency. According to existing 
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law, international emergency aid corps, including med. 
ical corps, can be dispatched only when major disasters 
take place overseas, and dispatching self-defense troops 
will violate Japan's Constitution of peace. With regard to 
the issue of dispatching Self-Defense troops, recently the 
Japanese LDP, congressmen related to defense, and 
responsible persons of the Democratic Socialist Party 
have explicitly proposed “to dispatch aid corps, 
including Self-Defense troops,” as Japanese press reports 
disclosed. The view of the minister of foreign affairs is 
that the law on dispatching international emergency aid 
corps should be revised before dispatching aid corps to 
the scene of conflict. Japan's Defense Agency has made 
the proposal for its participation in the international 


emergcacy aid corps to be dispatched 


In addition, on the issue of dispatching minesweepers of 
the Japanese Maritime Self-Defense Force, some people 
are openly all for it, on the grounds that, early in the 
Iraq-Iran War, then Prime Minister Yasuhiro Nakasone 
stated that, legally, minesweepers could be dispatched to 
clear mines on the high seas of the Persian Gulf 


News media here pointed out that the recent surtacing of 
the issue of Japan dispatching its armed forces overseas 
has roused the concern of many Asian countries. These 
countries that had painful expenences pay great atten. 
tion to military movements of Japan, an aggressor in 
World War II, and an economic power today Peace does 
not come easily, which should be prized all the more by 


everyone. 
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SOUTHEAST ASIA/PACIFIC 


Australians Protest Military Involvement in Gulf 


OW0109181890 Beying XINHUA in English 1357 GMT 
| Sep 90 


[Text] Canberra, September | (XINHUA)—There have 
been videspread protests in Australia today against the 
nations'’s military involvement in the Gulf. 


Thousands of people in Sydney, Melbourne and other 
cities took to the streets calling for Australian war ships 
to be sent home, accordiug to the Special Broadcasting 
Services tonight. 


Australia dispatched two guided missile frigates “Dar- 
win” and “Adelaide” with 400 men on board to join the 
multi-national force in the Gulf on August 13. 


Wet weather in Sydney did not stop more than one 
thousand people from taking part in today's protesting 
march Students, families and members of Arabia com- 
munity along with many other protesters came together 
with the aim of getting Australia out of the Gulf. 


They gathered outside the United States Consulate to 
hear speakers condemn Australia’s decision to join the 
United States military bui'4-up 


One of the speakers said “we have no reht or reason to 
be in the Gulf. It is not our business Austrahans should 
not be there.” 


Another speaker asked “it was on whose behalf that our 
government solicited a military involvement in the 
Gulf.” 
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Zhu Rongji's Political Future Analyzed 
VOCMOI8S4A Hong Kong PAI HSING [THE PEOPLE] 
in Chinese No 221, i Aug 90 pp 34-35 


[Article by Ho Pin (0149 7340): “Will Zhu Rongji 
Become China's Gorbachev?"’] 


Text} Shanghai Mayor Zhu Rongji's visits to Hong 

and the United States in June and early July 1990 
touc off a whirlwind of media attention. This not 
only was the first visit to these places by a senior CPC 
official since “4 June 1989," but it also hac quite an 
impact on Zhu Rongji's image both at home and abroad. 
His many meetings with senior Hong Kong and US. 
officials and businessmen, and their close coverage by 
the media, naturally contributed somewhat to mending 
the CPC's image. However, although the success of Zhu 
Rongji's visits abroad also furthered his political career, 
it seems to be too soon to predict that he will become 
China's “Gorbachev.” In light of the unfathomable 
changes in the CPC's power struggle, it is still hard to 
predict whether he will be able to survive the attacks by 
its conservative faction, even though he may truly be the 
one on whom everyone is placing their hopes. In any 
event, Mr. Zhu is undoubtedly yay te play a major role 
in the CPC's power struggle at the highest level. 


The Contrast Between the “Coldness Toward the PRC” 
and the “Warm Reception Given to Zhu Rongji™ 


Although the current situation on Mainland China ts 
subject to many latent variables, the reformers certainly 
do not have the upper hand, as is being rumored abroad. 
Having survived the critical anniversary of “4 June” 
with no visible harm, people like Jiang Zemin, who were 
appointed by “His Majesty” Deng Xiaoping as the 
“third-generation of CPC leaders,” have awakened to 
the fact that the overseas democracy movement has 
become irrelevant on Mainland China, and have come to 
realize that “stability” has been won on Mainland China 
only through the naked power of the gun, and are 
naturally anxious to mend their images. Thus, Li 
Ruihuan has been chosen to “soothe the people's feel 
ings” in the PRC, while Zhu Rongji is perceived as the 
best choice to mend the CPC's image overseas. 


Although Hong Kong people are terrified at the 
approach of transition to CPC rule in 1997, and realized 
that Zhu Rongji's visit would not save them from their 
desperate situation, | feel that it should be noted that 
most of them feel no particular il! will toward him (This 
is related to the rumor that Zhu might be sent to Beijing 
to take over the State Council). Mr. Zhu publicly 
expressed his admiration for Hong Kong's development 
and his hope that it would become an example for 
Shanghai. He said that, “As many Shanghaians went to 
Hong Kong in 1949 to help Hong Kong develop its 
economy, | hope that some Hong Kong people will 
return to Shanghai in 1990 to help in the development of 
Shanghai’ At a breakfast at the Foreign Journalists’ 


Club on his last day in Hong Kong, he urged reporters to 
write somewhat more critical articles about Shanghai 
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He said, “As media criticism is very important, | have 
had certain articles from Hong Kong reprinted in 
Shanghai newspapers.’ He also said that “I am willing to 
come to Hong Kong no matter what kind of a base it is.” 
These statements made a very good impression on Hong 
Kong resodemts. Moreover, since the “Pudong Develop- 
ment Zone’ was being promoted very successfully, he 
indicated that the Shanghai government would be able to 
fulfill its basic investment task in the next two-three 
years, and that the development of Pudong would be 
able to attract foreign investment, and hoped that it 
would be able to begin to use foreign investment within 
five years. Zhu Rongji's visit to Hong Kong increased the 
importance of U.S. restrictions, by showing that Hong 
Kong stood with the CPC on the issue of whether the 
United States should rescind its policy of most- 
favored-nation treatment for the CPC and, just as the 
United States could not ignore its own interests in Hong 
Kong, by making Americans more aware of how closely 
related and mutually dependent Mainland Chine and 
Hong Kong actually are. 


A “delegation of mayors from Chinese cities” led by Zhu 
R ongji visited the United States in carly July 1990. Even 
though these visiting mayors were only “local officials,” 
they certainly did not tour various major U.S. cities to 
make contacts with municipal governments, but rather 
to “publicize” the new CPC leadership, solicit invest- 
ment, “promote bilateral understanding,” “dispel mis- 
understandings,’ and improve bilateral relations. Zhu 
Rongj' said that the delegation of Chinese mayors car- 
ried the hopes of the Chinese people, and felt that this 
trip to the United States was certainly not an easy job. 
When he heard talk of the current trend in the United 
States of “warmth toward the Soviet Union,” “warmth 
toward Eastern Europe,” but “coldness toward the 
PRC.” he felt that this did not reduce the importance of 
U_S.-PRC relations in international strategy, and that 
improving relations between the United States and the 
PRC would certainly contribute to world peace and 
international cooperation. 


Although it may be said that the above sentiments 
expressed by Nur. Zhu certainly contained nothing new, 
it must be admitted that his invitation to U.S. Con- 
gressmen to visit Shanghai for “three full days of all-out 
talks on the human rights issue” was “extremely bold,” 
since human rights has always been an issue on which 
discussion was forbidden in the PRC. Zhu Rongji also 
explained the particulars of Shanghai's political “status 
quo” as follows: Although over 1,000 people, including 
senior cadres who were top-level bureau chiefs, have 
been arrested in Shanghai since 1989 for corruption and 
bribery, we have detained and questioned only some 
dozens of academic and student leaders and organizers 
since “4 June,” almost all of whom were exempted from 
prosecution and released after their cases were clarified. 
Fewer than 10 students are still in custody. 


Zhu Rongji's refusal to discuss the workers, residents, 
and unemployed people who were arrested for taking 
part in the democracy movement, while telling only the 
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numbers of scholars and students who were detained, 
was undoubtedly a coverup, (Although he had said in 
Hong Kong that he hoped Wang Ruowang [3769 5387 
2598] would be freed soon, this was not within his 
jurisdiction.) Moreover, his public invitation to U.S. 
Congressmen to visit Shanghai for “talks on the human 
rights issue,” further diverted U.S. attention from the 
human rights issue in the PRC, and even made some 
people feei that “CPC officials had begun to attach 
importance to human rights.’ 


Regardless of whether Zhu Rongji was sincerely avoiding 
embarrassing issues or just trying to shirk his responsi- 
bility, the consequent “warm reception" he was given on 
his trip to the United States left him with the unexpected 
feeling that “he had originally been more nervous about 
the trip than was necessary.” As he thought that the 
“warm reception given to him" would naturally help to 
thaw U.S.-PRC relations, he also thought that once 
Americans, who were so taken with illusions and so 
impulsive, had relaxed their vigilance about the human 
rights issue in the PRC, the other Western countries 
would compete with each other to be the first to return to 
Mainland China, the biggest market in the world. 


eae 


In April 1988, Zhu Rongji replaced Jiang Zemin, who 
was relieved as mayor and became full-time secretary of 
the Shanghai Municipal CPC Committee, to become the 
seventh mayor of Shanghai since the CPC came to 
power. Before this, he was a deputy secretary of the 
Shanghai Municipal CPC Committee for fewer than six 
months, and lacked local administrative work experi- 
ence. 


As the chief executive of a city of over |? million people 
who was faced with a multitude of duties to perform, 
Zhu Rongji decided to make stability and public cohe- 
siveness his first objectives in — and developing 
Shanghai. He said that, since food is most important to 
people, securing their “food baskets" will stabilize public 
sentiment, after which all other work can be carried out 
more easily. He took a series of bold, resolute, and 
“careful actions” such as renovating public communica- 
tions facilities, bringing order to crowded streets, reor- 
ganizing local industry, controlling water pollution in the 
upper reaches of the Huangpu Jiang, and improving 
housing, all of which were praised by residents. 


Shanghai, which was once known as “the greatest city in 
the Orient,” had not made much progress since it had 
fallen under the control of the CPC. Even though it had 
relied on obsolete equipment since the 1930's and 1940's 
and paid a large percentage of Mainland China's expen- 
ditures for decades, Shanghai still produced light indus- 
trial goods which were “in great demand” on markets 
throughout the PRC. Although a sharp change occurred 
in this situation after the Cultural Revolution, when 
SEZ’s [special economic zones] were set up in Guang- 
dong, Fujian, and Hainan, and electronics goods from 
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Western countries, Japan in particular, made Shanghai's 
goods less competitive on Mainland China's markets, 
Shanghai's heavy tax burden certainly did not lighten, 
and it continued to pay more than 12 biilion yuan a year 
to central finance, or almost one-fourth of that paid by 
all provinces and municipalities throughout the PRC. 
Only after fulfilling this “duty” to national finance, was 
Shanghai able to obtain the necessary funds for its 
various construction projects. Zhu Rongji thought that 
Shanghai should be able to regain its greatness by relying 
on its good historical industrial structure and rich tech- 
nical forces, and could make a breakthrough by setting 
up the Pudong EDZ [Economic Development Zone]. 


Zhu Rongji first went to Pudong to look into the prob- 
lems involved in building the port, power plants, and 
other infrastructures, in additio to the big bridges. All 
of the first-stage preparatory work for the Pudong EDZ is 
now firmly under way. For instance, the two sections of 
the big Nanpu Bridge over the Huangpu Jiang are 
expected to be joined together in 1990, and first-stage 
feasibility studies are now underway for a fourth span 
across this river. The Pudong EDZ plan has won top- 
level support. Deng Xiaoping sent his daughter Deng 
Nan [6772 2809] to Shanghai in early June with a letter 
of invitation to Bao Yugang [0545 3768 0474] to visit 
Beijing. When Bao went to Beijing on 10 June, Deng 
indicated his hope that Bao would be able to help in the 
development of Pudong. Jiang Zemin's purpose in 
meeting with business tycoons, such as Li Jiacheng [2621 
0857 6134), on a subsequent visit to Shenzhen, was also 
Pudong. Zhu Rongji also achieved good results in pro- 
moting his “Pudong EDZ” on his visits to places such as 
Hong Kong, Singapore, and the United States. In fact, 
the Pudong EDZ sums up Shanghai's coastal economic 
development strategy, and Shanghai residents are 
placing their hopes on this “inland SEZ." If it is devel- 
oped successfully, it will become a major “official career 
achievement” for Zhu Rongji. 


The way Zhu Rongji handled the student movement on 
“4 June” 1989 was convincing to senior local provincial 
and municipal CPC cadres. When the news of the “4 
June’ massacre reached Shanghai, all Shanghai residents 
were filled with grief and indignation, which led to the 
subsequent incidents of a train being burned at the 
railway junction with Guangxin Road and traffic being 
blocked throughout Shanghai. It is understood that, 
when the butchers of Beijing ordered Zhu Rongji to put 
Shanghai under martial law also in order to deal with the 
loss of control, he refused and said “I have my own way 
of handling the situation.” he spoke to the whole city on 
television on the evening of 8 June, announcing tha 

Shanghai would not be put under military control, and 
saying that “the true history of this matter will eventu- 
ally become clear to all,” which won him the “under- 
standing” of Shanghai residents. Even though he said the 
next day that “the true history of this matter is already 
clear to all,"’ Shanghai residents still thought that he was 
“with them” and “forced to say this against his will.” 
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Zhu Rongji's Political “Foundation” Is Too Shallow 


Zhu Rongji was born ip 1928 at Changsha, Hunan, the 
site .> Fae J “revolutionary” activities of Mao 

[0149 0647 5899), and Cai Hesen 
is 5591 38 3 is parents’ early death pave him an 
ndependent aed progressive disposition. loved to 
read ardently and very widely, passed the entrance exam 
to Qinghua University in 1947, where he became 
chairman of the student council, and joined the CPC in 
October 1949. After graduating in 1951, he did indus- 
trial and economic work for the Ministry of Industry in 
northeast China for a long time. 


Even though Zhu Rongji was expelled from the party in 
1957 for verbal crimes, stigmatized as a “rightist,” and 
sent down to the countryside for five years of labor, from 
which he still suffers psoatic strain, this still left him with 
a genuine understanding of Mainland China's poor. He 
was recognized by economist Ma Hong [7456 3163) and 
became director of the Research Office of the Industrial 
and Economic Research Institute of the Chinese 
Academy of Social Sciences in 1978, later served as 
minister in charge, vice minister, and deputy secretary of 
the leading party group of the State Economic Commis- 
sion, and was transferred to Shanghai in early 1988. Zhu 
Rongji’s political “foundation” is undoubtedly too 
“shallow” in the following ways: |) Although he worked 
for a long time in the central government's economic 
sector, he is still an irrelevant figure among the “flock of 
Beijing officials,’ and does not seem to have had much 
opportunity to build up a power base. 2) He is neither a 
revolutionary martyr, an orphan, nor a member of # high 
official's family, has no relatives among the top-level 
leadership, and lacks a “backstage boss.’ 3) He has held 
local power for a very short period of time, has past work 
experience only in a functional sector of the central 
government, and has a yet uncertain capacity to deal 
with complicated situations over the long term. 


Zhu Rongji is also an impulsive fellow, who publicly 
rebuked and put on the spot quite a few well-known and 
well-placed bureau-level cadres, whom no one had pre- 
viously dared to offend, within only a month or two after 
coming to Shanghai. This was the reason why some 
people spread the rumor that “bureau-level cadres were 
facing a major changing of the guard” in Shanghai 
Municipality, in an attempt to join forces and “drive out 
Zhu Rongji.”” This forced him to put his original plan to 
dismiss certain bureau-level cadres on hold and to give 
the following explanation: “It seems that I have not 
handled certain matters well, and people are com- 
plaining about my too-impulsive temperament! Will 
everyone please excuse me for my impulsive disposition, 
which has possibly offended certain comrades."’ In addi- 
tion, his penchant for quoting the classics to the effect 
that “people respect honesty, not might, and honesty is 
might,” his unrelenting emphasis on “honest govern- 
mert,” and his public call for cveryone to keep a watch 
on the 506 bureau-level cadres in Shanghai made “‘‘cor- 
rupt officials” very nervous and ready to criticize both in 
speech and in writing his every mistake. 
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Shanghai is a place that produces VIP's, with two of the 
six current CPC Politburo Standing Committee mem- 
bers, Jiang Zemin and Qiao Shi, coming from there. 
Shanghai produced Chen Yi in the 1950's, and sent forth 
rt | Hongwen (3769 3163 2429], Zhang Chungiao 
[1728 2504 2890), and ‘Yao Wenyuan [1202 2429 0337], 
three of the armchair cc mmanders of the gang of four in 
the 1960's, Will Zhu PF ongji be able to rise as a political 
force from Shanghai? Alt he now enjoys political 
favor, is the only local official among provincial and 
municipal cadres throughout the PRC who is both a 
party committee secretary and a chief executive, and is 
one of a handful of Communists who stand out among 
CPC officials both at home and abroad, these are pre- 
cisely the factors that have him on the brink of a 
personnel vortex, and explain why his official career 
prospects are so bleak and certainly not deliberately 
exaggerated. If Zhu Rongji is truly the one for whom 
everyone has been waiting (waiting for a “Gorbachev” to 
appear in the PRC should not be criticized merely as a 
cynical idea, becaus > Gorbachev-style peaceful evolution 
is, after ail, a way to red 'ce the people's suffering), then 
I would like to cali out a warning to him here and now to 
“Be very careful!” 


Political Aftermath of Tiananmen 


90CM0340A Hong Kong CHIUSHIH NIENTAI [THE 
NINETIES] in Chinese No 247, 1 Aug 90 pp 43-48 


[Article by Li 1 (2621 1837): “Conversation Between Su 
Xiaokang and Weng Songran—-Democracy in Mainland 
China; Why Is the Road Becoming Narrower and Nar- 
rower?) 


[Text] Deng Xiaoping was attacked from two sides. After 
he suppressed the democratic movement, he disrupted the 
progress of the reform which had been very hopeful. The 
Communist Party faced a crisis in its rule. 


The key in the future lies in whether or not Jiang Zemin 
is able to take over and reorganize Zhao Ziyang's former 
subordinates. Only when the old people pass from the 
scene, local forces rise, and moderate and rational ele- 
ments inside the party emerge and gain ground can 
reform reassert itself. 


Li i At the moment Mainland China seems to be 
extremely undemocratic. But through what stages will 
China have to pass to emerge from the present state to 
reach the stage of real democracy? What strength will it 
have to rely on? From the recent understanding of the 
circumstances of Xu Jiatun’s [6079 1367 1470] leaving 
the country we seem to have become aware that in the 
past we have all along overlooked the healthy strength 
inside the Chinese Communist Party. On the one hand, 
any one who is in power, regardless of whether he is 
progressive or conservative, has the responsibility to 
maintain social order, and from what we have seen on 
the side of the maintenance of the original structure, at 
least on the surface those in power are all alike. On the 
other hand, since the Chinese Communist Party has 
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grasped in its hands all the resources, if an intellectual 
wishes to display his role it seems inevitable that he must 
go into the structure, as the example of Chen Yizi 
mentioned by Su Xiaokang. Chen was sent down to the 
rural area for a period of 20 years. He personally 
experienced the bitter conditions of the Chinese peasant 
masses and he realized that the most effective way of 
changing the predicament of the Chinese peasants was to 
go into and join the structure to influence the policy- 
making level to change rural policy. He has done this. Xu 
Jiatun's leaving has made us think that inside the Chi- 
nese Communist system is not like a smooth steel plate, 
but that, aside from Xu Jiatun, there are still many 
Chinese Communist progressive elements who are 
unable to accept the facts of the suppression by brutal 
military force of “4 June.” Among them, some have 
already gone abroad but have kept a low profile to wait 
for the opportunity to return to the Chinese Communist 
ystem. For example, take the case of Zhao Fusan [6392 
| 788 0005], vice chairman of the Academy of Social 
Sciences, recently expelled by the Shanghai's People's 
Corgress. He was openly removed from his post by the 
Chinese Communists, but so far I have not seen that he 
had made any critical statement of the Chinese Commu- 
nist regime when he was abroad. 


Why Was Zhao Fusan Dismissed? 


Su Xiaokang: His situation was like this: He led a 
delegation to Geneva to attend a meeting of UNESCO. 
He then fled. At that time, he said only a word expressing 
his extreme regret about the incident that had happened 
in Being. After that he never spoke again. 


Weng Songran [5040 2646 3595): I feel that just because 
of this single word, the Chinese Communists caused the 
Shanghai People's Congress to make a decision accusing 
Zhao Fusan of having attacked the Chinese Communists 
when he was abroad. This really lacked reason. Why did 
the Chinese Communists act so clumsily? 


Su: After Zhao spoke out, he felt that he could not return. 
In the capacity that he occupied he would certainly be 
cersured on return. More important, his words had 
greatly influenced members of the whole delegation, 
many of whom uttered even more violent words and 
would not return. Zhao Fushan was not only the leader 
of the delegation but also vice chairman of the Academy 
of Social Sciences. He decided to stay on and refused to 
return. He did not seek political asylum, but the Chinese 
Communist authorities felt that such an important per- 
sonage should not be allowed to remain abroad and 
resorted to various channels to pursuade him to return. 
He refused. The more he was asked to return, the firmer 
was his determination to remain abroad. He knew the 
Chinese Communists too well. But if he would not 
return, how would the problem of his status be solved? In 
the end he could only seek political asylum. Naturally, 
his seeking of political asylum was not made known 
publicly but it was easy for the Chinese Communists to 
find out. This was the fundamental reason for his dis- 
missal and expulsion. 
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Weng: People like Xu Jiatun and Zhao Fushan know the 
internal conditions of the Chinese Communist regime 
too much and too well, Once the Chinese Communists 
made a clear line of demarcation between them, and 
since they would not return would it be possible some 
day for them to expose all they know? 


Su: ‘Not possible, unless their lives were threatened. 


Li: Basically, they are people faithful to their original 
belicf and to the Communist ideology. They felt they 
could not stay in the mainland only because they felt that 
the “4 June” affair violated their beliefs and also vio- 
lated the morals and ideology of the Communist Party. 


Su: The likes of their kind of people are more or less 
similar to myself, and all of us have supportec 
reform. The essence of the “4 June” affair was (the 
reform clique was censured. Chen Yizi has @ . ong 
stressed this point. 


Jiang Zemin Wishes To Take Over and Reorganize 
Zhao Ziyang's Former Subordinates 


Weng: According to today’s papers, Deng Xiaoping 
wishes the Politburo to speed up the settlement of Zhao 
Ziyang's case. How do you look at it? 


Su: I believe that this is Deng Xiaoping's importan! step 
to solve this sore spot of the “4 June” affair. Solution of 
this problem is related to the general situation of 
domestic power. This is because the key problem in the 
power structure is that Jiang Zemin must ake over and 
reorganize Zhao Ziyang's former subordinates, other- 
wise he will have no power at all in the party and in the 
State Council. And liberating Zhao Ziyang is an impor- 
tant step for Jiang Zemin to take over and reorganize 
Zhao's former associates. By so doing, Li Peng will 
strenuously object. Nevertheless, in the main all depends 
on Deng Xiaoping. As we see it now, Deng Xiaoping is 
probably determined to do so. 


Weng: Is Yang Shangkun really ill or is he suffering only 
from political sickness? 


Su: This I do not know. However, over the past !0 years 
Deng Xiaoping has been the originator of the CPC's 
reform. The new structure of the reform manipulated by 
Deng Xiaoping and and the original and old structure of 
the CPC are in conflict with each other. Deng Xiaoping 
must sirive for the forces inside the party to support his 
reform and Yang Shangkun is an extremely important 
person he relies upon. Yang Shangkun himself has no 
power in military circles. Historically he has served only 
as the general secretary of Central Military Commission 
of the Seventh NPC [National People’s Congress], and 
earlier he served as the political commissar of the 3d 
Route Army under Peng Dehuai. Outside of this, he had 
no other experience. Deng Xiaoping sought him out to 
become the secretary «*neral of the Military Commis- 
sion, followed up with making him the vice chairman of 
the Standing Committee of the Military Commission, 
letting him build up his influence in military circles and 
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Weng Asa matter of fact, is it at all clear who definitely 
gave the order to open fire” 


Li What | heard was that, at the time, the directive of the 
Military Commission was “Enter the square within the 
time omit and complete ''.c mopping up work. regardless: 
of the cost.” The last phrase was interpreted to have the 
meaning of an order to open fire 
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June afier the aflan Deng appeared before the units 
responsible for execution of the curfew and this was an 
sadication of his idea to take responsibility for ihe event 


Su ty the midst of the events there was a minor detail Ii 
wat thal only later were cartridges and aciual ammunition 
issued to the armed forces. this had not been done previ 
ously The idea of not ieuing any bullets and cartridges 
was that the armed forces were ordered to use brute force 
bul not of the kind to bill But. since the Communit Party 
did not not have the ability to suppress peacefully. this 
objective was foi achieved in the past. they had not 
thought of such a need and this time they were taught a 
lesson Upon deciding to to use force. they ‘ound that they 
vated the tactics of peaceful suppression |) the begeunning. 
a small force war sent in without bullets 1) then weapons. 
but this emall for: was beaten back by toe populace and 
suffered many casualities 


Besides. a large army. 300.000 strong. was more or lew 
blocked on the city outskirts That could castly give rise 
to problems and the higher-level officers and general: of 
the forces were greatly perturbed wince at such a cructal 
moment poor handling might topple the entire commu. 
nist regime So far as Vang Shangkun was concerned. this 
was a huge responsibility He must as soon as possible 
take over and occupy Tiananmen Square Al the ume. 
those on the front line of command were Vang 
Shangkun. Qiao Shi, and L; Peng The forces «a the front 
were warting for ther orders On the evening of } June 
after the first batch of forces had been beaten hack. the 
several people on the front line of command did not 
speak, but Yang Shangkun spoke out “lt seems that | 
shall be the person condemned by history ~ Forthwith 
bullets and cartridges were neued to the forces and an 
order was issued to the frontline forces “Open fire 
toward the sky, disperse and dn... out the masses” 
While the order was so worded. in reality there was no 
method to keep co trol and on the end the gunfire was 
directed a! the masses However, Yang Shangkun stil! 
kept some ground for reef In the future. if ever he has 
to appear in court to face the he could offer the 
excuse that hes order was to open fire toward the shy 


All along | ha ¢ been thinking of caplaining a problem ft 
ms that. in the traning of the armed forces, field armies 
are given no ability to quell nots. If they are assigned to 
pul down a not. i 1s tantamount to asking them to go to 
war Moreover these forces consisted mostly of new 
soldiers who had never been engaged in actual warfare 
They themselves were afrand to a certain extent and 
would shoot at people armiessly 


Weng The whole error may be traced to the fact that 
from the beginning there had been no consideration at all 
of the possibility of really conducting talks 


ay Ae Press One of Two Switches “To Talk” or 
oe o jo 


Su_ | feel that we cannot put it this way In the beginning 


Deng Xiaoping still thought of the problem of con- 
ducting talks On 29 April he called together several 
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“4 June” Disrupted the Progress of the Reform 
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Su: is it not true that in the armed forces they are 
chanting everyday about unity being strength This inds- 
cates that in realit, in the armed forces constant conflicts 
have been going on Those who have quarrelled most are 
officers of the mental rank, since they are mostly 
young officers their way of looking at the "4 June” 
affair is greatly influenced by the general public. 


Li Let us sum up now. According to what Su Xiaokang 
said, since 4 June,” inside and outside the country the 
attitude toward the Chinese Communist regime has 
changed to be violently against it, Thus, to change this 
regime, a revolution is needed. However, first, we cannot 
find any existing conditions for a revolution, and, 
second, we are not in favor of the brutal facts of 
revolution, since this may mean the of one 
brutal — for another. This being the case, if China 
mainland must adopt moderate and rational methods in 
the advancement to modernization, what difficult knots 
are there to untie” 


Su In my opinion, we must have the emergence of the 
moderate and rational elements of the Chinese Commu- 
nist regime. And to have such elements make their 
appearance it 1s necessary that those in power now feel 
that there is a way to retreat on the “4 June” 
For example, if the Chinese Communists can a just 
and fair settlement of the “4 June” problem, will the 
democratic elements inside and outside the country 
allow them to reform or will they insist that the regime 
must go and end its rule” If those in power in the Chinese 
Communist regime feel that there is no retreat, then 
there seems to be no opportunity at all for the moderate 
and rational elements to emerge. 


Bourgeois | iberalization Seen Opposed to Socialism 
WC M0363A Harbin XUEXI YU TANSUO (STUDY 
AND EXPLORATION] in Chinese No 4, 15 Jul 90 pp 4-9 


[Article by Wu Fangzheng (0702 2455 2973) and Yang 


Zhongwen (3568 1813 2429): “Metaphysics and Bour- 
gceors Liberalization”) 


[ Text] Opposition to bourgeois liberalization is a serious 
and enduring class struggle in the ideological and polit- 
ical field The bourgeots liberalization trend of thought is 
irretrievably linked to metaphysics in its methodology. 
Analysts of the relationship between the bourgeois liber- 
alization trend of thought and metaphysics is not 
without benefit in conducting struggle against bourgeors 
liberalization. This article assays the inevitability and 
the manifestations of the link between the bourgeors 
liberalization trend of thought and metaphysics, as well 
as explores how to eliminate the metaphysical influence 
of the bourgeors liberalization trend of thought. 


Pourgeors liberalization is a strict political concept. It 1s 
a political trend of thought that stands in opposition to 
adherence to the four principles, that 1s, it opposes the 
political trends of thought of adherence to the socialist 
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road, adherence \o the people's democratic dictatorship, 
adherence to the leadership of the party, and adherence 
to Marxist-Leniniem-Mao Zedong Thought Following 
the smashing of the gang of four, i appeared in China as 
an accompaniment to the breaking of the fetters of the 
“beftist” trend of thought and the institution of reform 
and opening to the outside world afler entering the new 
era of socialist modernization. Its precise meaning 
should include three levels, as follows 


First, bourgeois liberalization is directed against the four 
basic princi Bourgeois liberalization may be defined 
in terms of whether or not it opposes the four basic 
principles If it does not, it is not bourgeois liberalization 


Second, the bourgeois liberalization issue is one that is 
political in character China is founded on the four basic 
principies. The country’s socialist character is com- 
pletely set from its socioeconomic foundation to its 
superstructure. Adherence to the four basic principles 
has been the basic support that has enabled China to 
follow the socialist road for realization of the magnifi- 
cent goals of the four modernizations. The danger from 
bourgeois liberalization lies in its opposition to the four 
basic principles. This is not only its ultimate goal, but its 
fundamental substance. In the final analysis. it seeks a 
complete rejection of the socialist system, replacing it 
with a capitalist system, thereby reducing our country to 
the status of a vassal to Western capitalism. Therefore. 
the bourgeois liberalization issue is no commonplace 
resue of ideological perception, nor is it an ordinary 
bourgeois academic point of view issue, but rather it ts 
an issue of reactionary political character 


Third, bourgeois liberalization ts a trend of thought that 1s 
often expressed in a definite theoretical form and fre. 
quently appears in the guise of an \-“leftism” and talk 
about reform and opening to the outside world However, 
its theones contain no new ideas, they mostly follow and 
espouse some ready-made theoretical concepts of the 
Western bourgeoisie since the bourgeots liberalization 
trend of thought is expressed in certain theoretical terms 
and 1s a theoretical concept rather than just disparatc 
erroneous opinions, and although those who practice bour- 
geors liberalization are extremely few in number, their 
influence is rather wide Because the bourgeors liberaliza- 
tion trend of thought mostly follows and espouses some 
ready-made theoretical concepts of the Western bour- 
georsie and appears in the guise of talk about reform and 
opening to the outside world, it is casy to confuse it with 
research that borrows from Western bourgeois theories 
and with theoretical discussions about reform and opening 
to the outside world. I’ is necessary to distinguish accu- 
rately the character of the two. 


Marxism-Leninism-Mao Zedong Thought are ragorous 
scientific systems, they are the unity of a wogd view and 
methodology. Therefore, the bourgeors liberalization 
trend of thought is bound to oppose dialectical mater. 
alism. Dialectical materialism is a science about integra- 
tion and development. It is a scientific method that 1s 
diametrically opposed to the metaphysical methods of 
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loob ing at issues in isolation, statically, and one-sidedly. 


Consequently, it has become a basic method we use to 
analyze Those who espouse bourgeois liberal- 
ization the forms of expression and the methods 


integration links. Affirmation entails 
tion entails affirmation Use of dialectic negation 
cepts to analyze Marxism-Leninism-Ma Zedong 


tion is included in both, and in both there is a need to 
persist and to develop. Persistence is a prerequisite and 
a foundation for development, and development is a 


2 


stat , isto 
make a dogma of Marxism-Leninism-Mao Zedong 


Eicrniom-Leninienn:Mao Zedong ThowgM. sad fs bound 
ism-Leninism-Mao Zedong Thought, and 1s bound 
to resuit ip a rejection of Marxism-Leninism-Mao 
Zedong Thought Exponents of bourgeois liberalization 


fied. The main reason truth 1s called truth and has value 
is that its content is in keeping with the laws of develop- 
ment, it possesses both objyeci:veness and absoluteness. 
However, there is also a subjective side to truth, and 
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” This makes truth into purely “man-made” sub- 
truth, and it also denies the absoluteness of truth. 
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plural truth as an outgrowth of tiem, 
making Marxism ‘one of numerous schools of thought,” 
terming it “classic,” and a political theory applicable 
only to the 19th century, they are actually regarding it as 
subjective relativistic truth. It is on this basis that they 
say that, after the October Revolution, the “Chinese 
should not have selected Marxism-Leninism.” 
oppose the so-called “Chinese-style ideological 
mode! of upholding Marxism alone,” and they deny the 
“guiding position” of Marxism-Leninism-Mao Zedong 
t 


Third, bourgeots liberalization uses a metaphysical 
extremist attitude, completely repudiating the use of 
Marxist class and class struggle concepts in anrlyzing 
problems. Class and the cisss struggle concept are basic 
‘Si Concepts, and perseverance in the use of class 
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Fourth, bourgeom liberalization uses absolute democ. 
racy to oppose people's democratic dictatorship The 
people's democratic dictatorship founded in China fol- 
lowing victory in the new democracy revolution was 
actually, in wen Agha ST oy pe a 
under leadership of the Communit Party It was a 
of dictatorship of the proletariat It inctuded democracy 
for the broad masses of the people, and dictatorship for 
a minority of hostile elements and elements opposed to 
soctahem. Tt was a dialectic unity of democracy and 
dictatorship Exaponents of bourgeois liberalization 
espoused supraciass in which there was “no 
distinction between Bast and West in democracy,” and 
that was totally committed to bourgeon: extreme deme: 
ralization, using absolute democracy to the dic- 
tatorship of the proletariat, Some con party lead. 
ership with democracy, slandered the party leadership as 
being ‘feudal rule,” and not compatible with democratic 
“trends.” Consequently, they wanted to “change the 
party's color’ and to suppress the party's leadership. 
changing the multiparty system of cooperation under 
leadership of the Communist Party into a “multiparty 
government “' Some broke away from the dictatorship 
of the proletariat, advocated democracy in isolation, and 
espoused the practice of so-called “socialist democracy” 
that “is not the dictatorship of the proletariat." Some 
propagandized the elitist democracy that is in vogue in 
the west, advocating establishment of a minority dicta- 
torship “elitist” government, or outright imitation of a 
bourgeots democracy “rebuilt republic *** 


Fifth, bourgeors liberalization uses the democratic indi- 

viduahem concept to oppose democratic centraliem 

Organizationally, China's poos people's democratic doctator- 

ship government practices the people's congress system 
in which discussions and actions are made to conform to 
each other through democratic centraliem in a dialectic 
unity of democracy and — Exponents of 
bourgeors liberalization rd Western bourgeors 
human nights concepts as key to understanding 
democracy They declare that “democracy begins with 
the individual,” and “self is primary.”* Using this indi- 

vidualistic democracy as their starting point, they den- 

grete the majority 
“primitive ideas 

concepts” that should be eradicated. At the same time. 
they place undue emphasis on the minority principle as 
being “a brand-new democratic concept,” and a “prin- 
ciple umbued eith revolutionary character.” They go on 
to advocate a parliamentary system with a separation of 
legislative, executive, and judicial powers to take the 
place of the people's congress system in which discus- 
sions and actions are made to conform to each other, or 
they term centralem autocratic and dictatonal “one-way 
rule.” They advocate practice of a plural form of rule of 
an absolute separation of powers divorced from cen- 

traliem. such as schools being “completely independent 


of government * 


Sixth. bourgeors liberalization derives the capitalist road 
“complete openness” thesis from a formalistic compar- 
ison of the strengths and weaknesses of Eastern and 
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Western civilization The dialectic negation concept 
holds that the affirmation and negation elements con. 
tained in things are the unity of opposites In opposition 
to this, the negation concept in metaphysics holds that 
affirmation and negation are absolutely antagonistic 
Fither everything is affirmed, or everything is negated 
The “Chinese civilization” thesis versus the “complete 
Westernization” thesis in the at between Eastern 
and Western civilization following the “May 4th Move. 
ment” in China was a t metaphysical example of 
the formalistic analysis of Fastern and Western civiliza- 
tion This analysis treated criticiam in isolation from 
continuity, and failed to differentiate between the 
essence and the dregs The “Chinese civilization” thesis 
uncritically praised traditional Chinese feudal civiliza- 
tion, and completely reyected Western capitalist civiliza- 
tion, with the result that a be ¥-to-the-ancients road of 
cultural development that bi .dly opposed everything 
foreign was chosen. The “ Westernization” 
thesis proceeded from a a nihilism that rejected every- 
thing indigenously Chinese, asserting that in Chinese 
traditional culture “man was superior to everything” I 
also blindly worshiped Western capitalist civilization, 
and esteemed Western capitalist civilization as an “ide- 
aleetee covilization.” The “complete Westernization™ 
thews was an outgrowth of this. The “complete open- 
ness” thesis of Fang Lizhi, an exponent of bourgeots 
liberalization, is nothing more than a reiteration of the 
old “complete Westernization” refrain He believes tha. 
“everything is backward in China's economy, politics, 
ethics, science, and education" Nothing can compare 
with Western capitalism, and everything in China ts 
“totally” and “completely” inferior to Western capi- 
talism. It is on the basis of such an extreme formalistic 
assessment that he believes that the choice of a road for 
China's modernization can only be “complete open- 
ness”, there is no other way. This “so-called “complete 
openness,” and “complete Westernization” means non- 
interference with capitalism's “total onslaught and 
“spread.""" making China capitalist, and bringing China 
into the Western capitalist system. 


Seventh, bourgeois liberalization unduly cxaggerates the 
“eonvergence theory” of the identity of socialism and 
capitalism, and denies the inevitability of socialism 
replacing capitalism Dialectical matenaliem maintains 
that the identical character and conflicting character of 
contradictions are antithetical and interrelated. The sim- 
tHlarities are similarities in the midst of opposition, and 
the opposites are opposites in the midst of similarity. 
Denial of the opposite and undue exaggeration of the 
similarity, or denial of the similarity and und: > cxagger- 
ation of the opposite are two different ways in which 
modern Western bourgeois philosophers distort the dia- 
lectical materialist method. Both are really metaphysical. 
The philosophy of struggle that the “gang of four” 
preached in China maintained that socialism and capi- 
talism are not identical in any way whatsoever. By so 
doing. they absolutized the opposition of contradictions 
and demied the metaphysical expression of identicalness. 
The socialism and capitalism “convergence theory” that 
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exponents of bourgeois liberalization espouse is to make 
the identicalness of contradictions absclute and to deny 
the metaphysical express of opposites. The so-called 
“oon theory’ 18 a technical determinism pop- 
ular in the West It holds that capitalism and socialiam 
can coexist and develop in parallel, and there is no 
ultimate imperative to go through a socialist revolution, 
but that communism can be entered throveh the tech- 
nical revolution road. In order to prove that the two 
antithetical societies of socialism and capitalism can be 
blended, some exponents of bourgeois liberalization use 
a simple analogy of events to equate the socialist planned 
economy with the capitalist national intervention mech- 
anism. place on a par socialist individually owned 
enterprises and the capitalist private ownership system 
in an effort to show that socialism is tending toward 
“decentralization” and that capitalism is tending toward 
centralization, the two societies “converging.” Some 
deny the fundamental antagonism between socialism 
and capitalism, unduly exaggerating the sameness of the 
two societies, and even going so far as to say that it is the 
“commonality” between socialism and capitalism that 
“is most important.””” 


Eighth, ‘he mechanism of social development leads to a 
theory of refresher capitalism. Historical materialism 
maintains that the process of .ormation and develop- 
ment of human socicty was, in an overall sense, a 
dialectical unity of the universal and the distinctive 
Human society developed by following universal laws, 
going from a low level to a high level. The classic 
example is that the way led from primitive society to 
slave society, feudal society, and capitalist society, and 
on to socialist and communist society. Affirmation of the 
universality of human social development and the typi- 
calness of social forms does not preclude distinctiveness 
in the process of development of the form of society. For 
example, China's society did not go through classic 
capitalism to enter socialism. Rather, it is founded on 
the distinctive social forms of semicolonialism and semi- 
feudalism, and it traveled the road ot the new democracy 
revolution to make the transition to socialism. If univer- 
sality in the process of development of social forms ts 
regarded as a fixed model, and distinctiveness in the 
form of a society's development is denied, that 1s meta- 
physical mechanism. Wang Ruowang denies the socialist 
character of China's society and advocates a makeup 
lesson in capitalism, the theory for whic’ is based on 
metaphysical mechanism. He said, “according to 
Marxist analysis of the stages of development of society. 
the development of all societies went from slave society 
to feudal society to capitalist society to socialist society. 
That China skipped the capitalist stage and jumped into 
socialism is an out-and-out subjective illusion.” He 
maintains that the outcome of this “subjective illusion” 
that China took a “short cut” is nothing less than “a 
superficial painting the country with socialist colors.” 
when it is “actually feudal and semifeudal.”’ Therefore, 
the conclusion he reaches is that China should go back 
and take a makeup course in capitalism. Not only should 
the science and technology of Western capitalism be 
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importet as “hardware,” but the thinking, theory, and 
i of Western capitalism should also be imported 
as “software.”'” This thesis and so-called “complete 
openness” are variations on the same thene. 


Ninth, bourgeois liberalization places undue emphasis 
on the antagonism between a commodity economy and a 
planned economy based on public ownership, negating 
the socialist economy. Replacement of a natural 
economy with a commodity economy is an inevitable 
event in the process of human socioeconomic develop- 
ment. However, since a commodity economy first stems 
from a private ownership system and rises as an accom. 
paniment to capitalism, understanding of this inevitable 
event has given rise to mistaken conceptions. It is as 
though a commodity economy is only an economic form 
exclusive to capitalist private ownership and has no 
relationship to a planned economy based on socialist 
public ownership. Thus, understanding becomes mired 
in metaphysics, a planned vconomy based on public 
ownership is completely pitted against a commodity 
economy, with the socialist economy being emphasized 
and the commodity economy being denied. When we 
free ourselves from metaphysics, adhere primarily to 
public ownership, and develop a combination of diverse 
economic components, and when we adhere to a combi- 
nation of a planned economy and market regulation to 
practice a planned commodity economy based on public 
ownership, the exponents of bourgeois liberalization go 
to another extreme in metaphysically pitting against 
each other the commodity economy and the planned 
economy based on public ownership, placing undue 
emphasis on the commodity economy while negating the 
socialist economy. Some of them propose changing the 
leading position of public ownership by privatizing 
public property. Some believe that public ownership 
“has outpaced the laws of historical development,” so 
they propagandize private ownership. Some suggest abo- 
lition of plan regulation, substituting a “completely free” 
market economy. In short, they seek to guide China to 
the path of a capitalist market economy based on p~ivate 
ownership that is basically spontaneously market- 
regulated and eliminatimg the socialist economy. 


Tenth, bourgeois liberalization uses detours in the course 
of social progress to deny progress in socialist develop- 
ment. The wavelike way in which things develop include 
the unity of the opposites of progress and detours. In the 
course of its development, socialism likewise shows a 
unity of opposites of progress and detours, demon- 
strating wavelike advance. To break the unity of progress 
and detours in the socialist development process, pitting 
progress and detours completely against each other, 
acknowledging only progress while denying detours, or 
unduly exaggerating detours while denying progress is to 
be metaphysical. The collapse-of-socialism thesis that 
exponents of bourgeois liberalization such as Fang Lizh 
spread maintains that “the things we have done during 
these 30 years have been, | feel, a failure, in terms of the 
socialist system."’ Orthodox socialism, from Marx and 
Lenin to Stalin and Mao Zedong, has resulted in failure 
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right up to the present ime This socialist-failure thesis 
attributes al, ihe ebbs, mistakes, and deviations in social: 
ism's development and advance to the failure of 
socialiam.'' From a theoretical standpoimt, this is 
making use of detours along the road of socialist devel- 
opment to deny progress in the total direction of socialist 
development. Metaphysics is the result 


Opposition to bourgeots liberalization 1s not primarily a 
problem in the nature of methodolog,, but rather class 
struggle in the ideological and political field. However, 
bourgeois liberalization’s opposition to the methods of 
dialectical materialism inevitably leads to metaphysics, 
and its negation of the four basic principles methodology 
is also metaphysical Therefore, in opposing bourgeots 
liberalization, one positively cannot elominate or omit 
discussion of the issue of metaphysical methods. Dissec- 
tion of the methodology of bourgeors |)beralreation in 
terms of methodology to eradicate the influence of 
metaphysics has a direct bearing on the thoroughness of 
Opposition to the class struggle against bourgeois liber- 
alization and on the importance of adherence to maten- 
alist dialectics 


Can the influence of bourgeois liberalization meta- 
physics be eliminated’ Everyone 1s aware that meta- 
physics is characterized by looking at rssues in isolation 
and statically. It is both superficial and extreme. In 
getting rid of the influence of bourgeois liberalization 
metaphysics, one positively cannot pay bourgeots liber- 
alization back with its own coin, using metaphysics to 
oppose metaphysics if one 1s to avord correcting one 
one-sidedness only to tilt toward a different one- 
sidedness, going from one extreme to the other. Material 
dialectics are a scientific methodology that is in unison 
with the Marxist world outlook. It is our basic method 
‘or analyzing problems, and 11 1s also the most powerful 
weapon for eliminating the influence of bourgeors liber- 
alization. 


Exponents of bourgeois liberalization on the extreme 
right use relative multiple truth theory to distort 
Marxism and Mao Zedong Thought, and to deny that 
Marxism and Mao Zedong Thought possesses objective 
absolute truth. Thus. they also deny that Marxism- 
Leninism-Mao Zedong Thought is our guide for 
progress) We must oppose this. However. Marxism. 
Leninism-Mao Zedong Thought is the unity of the sub- 
yective and the objective. and the unity of the relative 
and the absolute We uphold Marxism-Leninism-Mao 
Zedong Thought. and we uphold its standpoint, outlook, 
and methods At the same time, however, we cannot 
make it absolute. nor can we regard every sentence or 
every conclusion in the works of Marx, Lenin, and Mao 
Zedong as objective absolute truth and go to a “leftist” 
extreme Marxism-Leninism and Mao Zedong Thought 
are constantly developing in practice. however, this 
positively 1s not the metaphysical development about 
which exponents of bourgeois liberalization talk. They 
unduly emphasize development and oppose adherence 


POLITICAL 9 


to Marxism-leniniam- Mao Zedong t, and, natu 
rally, genuine development of Marxism-Leninism-Mao 
Zedong Thought is out of the question for them Looked 
at in terms of the materialist dialectics development 
view, it is possible to develop Marxism-Leninism-Mao 
Zedong Thought only through upholding it. It 1s neces: 
sary to oppose the use of metaphysical one-sidedness 
that is concerned only with development but that negates 
adherence, thereby negating Marxism-Leninism-Mao 
Zedong Thought. It is likewise necessary to guard against 
the metaphysical one-sidedness that cares only for acher. 
ence and does not concern itself with development, 
thereby turning Marxism-Leninism-Mao Zedong 


Thought into dogma. 


Exponents of bourgeois liberalization use an extreme 
metaphysical attitude in dealing with the Marais point 
of view on class and class struggle They deny the 
methods of class analysis. If we use metaphysics to 
correct this metaphysics, that will lead us into yet 
another metaphysical extreme of “taking class struggle as 
the key link.” We already have learned a profound 
historical lesson about this. Therefore, we must avord 
metaphysics and we must remember the histor:cal les- 
sons of “taking class st as the key link.” At the 
same time, we have to to Marxist concepts of 
class and class struggle on matters concerning class and 
class struggle, adhering to the class analysis method 


The number-one hot topic of the exponents of bourgeois 
liberalization is the democracy issue The supraciass 
democracy and individualistic democracy that they 
preach is nothing more than the metaphysics of bour- 
geois democracy concepts. They use absolute democracy 
to negate the leadership of the party and the people's 
democratic dictatorship, and they use individualistic 
democracy to negate democratic centralism This ts 
contrary to the Marxist concept of democracy. We 
oppose bourgeois democracy, but that does not mean 
that we have climinated and weakened democracy. We 
advocate strengthening of the party's leadership, and at 
the same time we want to improve the party's leadership, 
instituting a system of multiparty cooperation under 
leadership of the Communist Party. We advocate 
strengthening the dictatorship of the proletariat. but use 
of the dictatorship function must be limited to areas in 
which class struggle exists. We advocate strengthening of 
the people's congress system, as well as the CPPCC 
system in accordance with the principle of democratic 
centralism. All of these things that we advocate embody 
the spirit of the dialectical unity of democracy and 
dictatorship, and of democracy and centralism, and they 
all connote true, widespread people's democracy, which 
is to say socialist democracy. 


The “complete openness” thesis, the socialism and cap- 
italism “convergence theory,” the capitaliom “makeup 
course theory,” the capitalist commodity economy 
theory, and the theory of the failure of socialism that 
exponents of bourgeors liberalization spread are all, in 
the final analysis and from a methodological viewpoint. 
the use of metaphysics to deny that China's socialism 
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arises out of conformity with laws, and that it is a 
dialectical development process of steady self- 
improvement and tortuous advance. Following China's 
victory in the new democratic revolution, China trans 
formed into socialism in conformity with laws, and a 
-octalist system that is basically antithetical to capitalism 
began to be built, There is no need to return to take a 
makeup lesson in capitalism. However, Chinese 
socialism has its own distinctiveness, and socialism is in 
its en aoe in China, We must adhere primarily 
to public ip while simultaneously developing 

diverse economic components such as the individual 
economy and the privately owned economy, as well as 
Sino-foreign joint ventures, cooperative enterprises, and 
foreign-funded enterprises. These can serve the interests 
of the socialist economy, and provide a necded supple- 
ment to it, Overall, we must adhere to the planned 
proportional development of the national economy, 
while simultaneously making the most of the positive 


role of market regulation. In , Our socialist economy 
is a planned commodity econom economy founded on public 
ownership. It differs in nature capitalist com- 


modity economies founded on private ownership, and it 
is also not the same as the overly centralized, overly 
controlled plan system that we formerly had. Develop- 
ment of diverse economic components and paying atten- 
tion to the regulatory role of markets under a planned 
commodity economy system founded on public owner- 
ship does not mean that socialism and capitalism are 
“converging,” nor does it eliminate one whit the funda- 
mental antithesis of socialism and capitalism. Naturally, 
the fundamental antithesis between socialism and capi- 
talism does not mean complete antithesis. There are 
identical aspects between the two. It is because socialism 
and capitalism are the unity of opposites that we have to 
take the road of enriching the country through reform 
and opening to the outside world so long as we adhere to 
the four principles on which the country is founded. 
Thus, there is no slide toward the greater capitalism that 
the “complete openness” thesis desires, and socialism 
can be steadily self-improved through reform and 
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opening to the outside world. in the development pro- 
cess of self-improving China's socialism, one should not 
imagine that there will be no detours; however, no 
matter the detours, the overall trend in the advance of 
socialism cannot be changed. Victory is inevitable. 
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NATIONAL AFFAIRS, POLICY 


New Emphasis Forescen on Prices, Fiscal Order 


VOCE0470A Chongqing GAIGE [REFORM] in Chinese 
No 4, 20 Jul 90 pp 4-7 


[Article by Xue Mugiao (5641 2550 2890): ‘New Stage 
in Improving the Economic Environment and Restruc- 
turing the Economic Order, and in the Deepening of 
Reform") 


[Text] China's national economy has made giant strides 
during the past 10 years as a result of reform and opening 
to the outside world. In terms of improvement in the 
people's standard of living, the past 10 years have 
exceeded the previous 30 years. For an overwhelming 
majority of the people throughout the country, the 
problem of sufficient food and clothing has been solved, 
and some areas have already attained a comparatively 
well-off status. In a country in which the population ts 
greater than 1.1 billion, such an achievement does not 
occur without great effort. 


During the first five of the past 10 years, readjustment 
and reform went hand in hand, readjustment paving the 
way for reform and opening to the outside world. By 
1983, the task of readjustment was substantially com- 
plete, setting the stage for laun-hing all-out economic 
system reform. In 1984, the Third Plenary Session o1 the 
13th party Central Committee passed the decisions on 
economic system reform, which set forth a new plan for 
combining the plan economy with market regulation. 
This was entirely correct, and the achievements made as 
a result of it were outstanding. However, since we lacked 
experience in establishing plan contro! on a foundation 
of a socialist commodity economy, and also because we 
were overly anxious to succeed with smooth economic 
development, simultaneous with the adoption of flexible 
macroeconomic measures in late 1984, we also loosened 
macroeconomic control. For several years running, total 
social demand increasingly exceeded total social supply. 
there was currency inflation, and prices rose, « ilmi- 
nating in the bank run and panic buying spree of August 
1988. In order to reverse this chaotic situation, the Third 
Plenary Session of the | 3th party Central Committee 
proposed a policy of improving the economic environ- 
ment, restructuring the economic order, and comp ete 
deepening of reform. This was another readjustment in 
the wake of a new proportional imbalance. Strict 
methods were employed to control total social demand 
in order to bring total demand back into line with total 
supply, and guaranteeing sustained, steady, and coord:- 
nated development of the national economy. 


Fairly marked results have been attained from 
improving the economic environment and restructuring 
the economic order during the past year or more. This 
has been manifested largely in bringing under control the 
currency inflation that damages stable economic devel- 
opment. The conflict between a total social demand that 
is greater than total supply has eased, the rise in prices 
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has slowed, shortages in market supply have improved 
markedly, and the chaotic situation in the commodity 
circulation field has been t under preliminary 
control, After nearly 5 years of continuous ultra-high 
speed growth of industrial production, the speed of 
increase in industrial production declined to & 3 percent 
in 1989, resuming its normal level. Worrisomely, the 
speed of industrial production during the fourth quarter 
of 1989 and the first quarter of 1990 fell to near zero (an 
upturn occurring in April in a 2 percent increase over the 
same period in 1989), sales of a relatively large number 
of commodities are lagging, numerous people are 
alarmed at the market slump, and numerous factories 
have been forced to curtail or halt production. As a 
result, whether continuation of the policy of government 
financial and credit tightening 1s necessary has become a 
controversial topic. 


It should be noted that the current market slump is only 
partial. Some products (energy and some raw and pro- 
cessed materials) remain in short supply. Premium name 
brand products still sell readily despite the slump, most 
of the slow selling products being ordinary consumer 
goods of low quality. This results a serious imbal- 
ance in the industrial structure and the product mix in 
the course of ultra-high speed development. During the 
period of improvement of the economic environment 
and restructuring of the economic order, support in the 
form of loans will have to be given to underdeveloped 
industnes senously in need of money. Most of the large 
state-owned industnal plants in this category require 
sufficient funds for use in replacing equipment and for 
renovation or expansion in order to reduce the forced 
curtailment or halt in production of machinery manu- 
facturing industries, which have insufficient production 
work to do because of the reduced scale of capital 
construction. Therefore, a clear tilt policy will have to be 
adopted providing credit, those industries requiring 
funds being assured that they will be supplied. Industries 
that produce consumer goods will have to be handled on 
a case-by-case basis. Loans should be granted to com- 
mercial units to *xpand purchases of premium products 
that can be readily sold in markets. Slow selling products 
that do not meet market requirements may not be saved 
through the issuance of loans. Instead, readjustments 
should be made at once to make the industry structure 
and the product mix become increasingly rational. This 
is an important goal of improving the economic environ- 
ment and restructuring the economic order, and the 
market slump should be employed to attain this goal. 
This is the road that must be taken to increase economic 
returns and to insure stable production and coordinated 


development. 


The irrational industrial structure and product mix are 
the result of many years of economic overheating and 
macroeconomic imbalance What brought about this 
situation was that following the expansion of local and 
enterprise decision-making authority, no attendant 
rational industrial policies were formulated, and eco- 
nomic levers such as government finance and credit were 
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used to insure execution of these strategic development 
plans. The government level-by-level financial con- 
tracting system abetted raw materials producing areas in 
the headlong development of technologically backward 
processing industries that used premium raw materials 
to produce poor quality products, As a result, large 
technologically advanced factories had to reduce produc- 
tion for lack of raw materials, or else use low quality raw 
materials for a consequent decline in the quality of their 
products that hurt exports. The textile industry was a 
prime example. It should be further explained here that 
the unreasonable prices of raw materials and processed 
products was an important reason. During the early 
1980's, overly high bonuses (50 percent) for excess 
cotton production caused new cotton producing areas 
such as northwestern Shandong Province to ill-advisedly 
expand cotton production too rapidly. They took over 
grain fields for the growing of cotton, and cotton supply 
became greater than demand. After reducing the 
bonuses, since prices of manufactures were generally 
high but the price of cotton was overly low, cotton 
growing areas hurried to operate their own textile mills. 
This caused the present irrational situation. A similar 
situation occurred in the woolen textile industry. Obvi- 
ously, unless prices are rationally readjusted, a readjust- 
ment of the industrial structure and the product mix will 
be difficult to achieve. 


The current proportional imbalance in the national 
economy differs from the situation in the 1970's. At that 
time it was priority development of heavy industry at the 
expense of agricultu:e and light industry that led to the 
development of production without major improvement 
in the people's livelihood for 20 years. For the past 10 
years, bot’) agriculture and light industry have developed 
very rapidly, and the people's standard of living has 
markedly improved. It is energy, transportation, and 
certain raw and processed materials that are in short 
supply. Since most of the goods that cannot be sold and 
are accumulating in inventory are consumer goods, some 
comrades suppose that consumption demand should be 
expanded. Actually, the speed of increase in consump- 
tion funds is still very slow relatively speaking. As a 
result of the slowing in price rises and the large amount 
of personal savings, bank savings accounts have soared. 
This is a “rebound” from the run on banks and the panic 
buying of more than a year ago. At the present time, 
wages of workers in government organs and schools tend 
to be low, and although they were recently generally 
raised one grade, this is still not enough to offset the 
increase in prices over the past 2 years. As a result of the 
market slump, some factories have been forced to reduce 
production, are unable to issue bonuses, and have even 
cut wages. They are temporarily facing hard times. 
loday the gap in residents’ income is too great and very 
irrational. Prudent and planned readjustments should be 
made. Bank savings accounts represent latent purchasing 
power, a portion of which may be converted into actual 
purchasing power at any time. If there is further infla- 
tion, very possibly slack sales will turn into panic buying. 


JPRS-CAR-90-072 
25 September 1990 


Some time ago, many economists acknowledged that a 
socialist economy is inevitably an “economy of short- 
age’’, therefore, there can be only plan (limited) supply 
no matter whether of the means of production or con- 
sumer goods. Market regulation cannot be instituted. 
This was the situation in China from the late 1950's until 
the 1970's. We firmly believe that the shortages were the 
result of impatience to succeed in production and con- 
struction, Only by estimating our own ability and acting 
accordingly can we avoid shortages. The market slump 
for some products, which occurred with the adoption of 
the double cutback policy (in 1983, there was «iso a 
buyers’ market in some products), shows that a socialist 
country can exercise macroeconomic regulation and 
control through state plan, gain balance between total 
demand and total supply, and thereby be able to gradu- 
ally change from plan supply to market regulation. This 
is the road that must be taken in the deepening of 
reform. The market slump not only sets the stage for a 
readjustment of the industrial structure, but also sets the 
stage for straightening out prices. Because of the buyers’ 
market that existed around 1983, we gradually loosened 
price controls, permitting a substantial number of the 
means of production to be bought and sold at negotiated 
prices. Except for the portion of non-staple foods pur- 
chased on contract (contract grain purchases amounting 
to only 20 percent), price restrictions were loosened on 
all other grain, cotton, meat, poultry, eggs, and vegeta- 
bles, and market regulation instituted. This made prices 
more rational. The 3d Plenary Session of the 13th Party 
Central Committee decisions on economic system 
reform noted that “straightening out the irrational price 
system is the key to success or failure of the entire 
economic system reform.” This statement is very cor- 
rect. 


Regrettably, following the 3d Plenary Session of the | 3th 
Party Central Committee, we did not strengthen macro- 
economic regulation and control at the same time that 
we loosened macroeconomic restrictions. Impatience to 
succed, from the Central Committee to the local level, 
caused currency inflation and proportional imbalance, 
which became more than the people could bear. The 
state had no choice but to increase administrative con- 
trol over prices gradually. As a result, new distortions 
became increasingly apparent in the price system that 
was rapidly becoming straightened out. This seriously 
upset market order. This is extremely helpful to our 
deepening of reform. The call of the 3d Plenary Session 
of the 13th Party Central Committee for “improvement 
of the economic environment and restructuring of the 
economic order” was actually another readjustment 
made in the wake of the proportional imbalance that 
paved the way for future deepening of reform. After 
more than a year's effort, results have begun to show, but 
they are not yet very solid. Readjustment of the eco- 
nomic structure has just begun and is far from complete. 
Prices are not rising as rapidly as formerly, but they have 
yet to be stabilized. Under these circumstances, we 
cannot completely free prices, all we can do is gradually 
readjust prices in a planned way. Thus, our deepening of 
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reform must also slow down, Nevertheless, the crisis that 
originated in 1988 has begun to turn around, and matters 
are developing in the right direction. We have already 
reached a new stage in improvement oj the economic 
environment and rectification of the economic order, 
and in the deepening of reform. We should continue to 
consolidate the initial achievements made in improving 
the economic environment and restructuring the eco- 
nomic order, and strive for the further steady political, 
economic, and social development of the country. This 
year marks a new stage in improving the economic 
environment and restructuring the economic order, and 
in the deepening of reform. We should continue to 
consolidate the results gained in improving the economic 
environment and restructuring the economic order and 
explore the road ahead for the deepening of reform. 
Reform steps and measures must proceed from the need 
for economic development and serve economic develop- 
ment. The goal of reform is to advance the steady, 
coordinated development of the national economy. 
There can be no reform for reform's sake; we cannot 
swerve from this point of departure. Near-term reform 
has to take into consideration needs in improving the 
economic environment and restructuring the economic 
order, readjustment of the industrial structure, and the 
rallying of the economy. Here, | would like to state some 
views on several issues: 


First, as prices stabilize (and this is contingent on 
resolutely halting currency inflation) we +hould gradu- 
ally readjust, and finally straighten out prices. From this 
foundation, we should reform the market order. The 
serious chaos in markets during the past several years has 
been the evil consequence of a too rapid rise in prices. 
“ith the advent, in 1990, of a market slump for some 
-onsumer goods, profiteering and speculation has 
declined greatly. The combination of the plan economy 
and market regulation must creaie a flat commodity 
market, and this market must be founded on a rational 
price system. Currently, our price policy is a combina- 
tion of “control, regulation, and loosening.” During 
1990, we will have to use mostly control while con- 
tinuing to guard against inflation. It is hoped that during 
1991, we will be able to change to mostly regulation, and 
then, after another year, to achieve mostly loosening, 
reviving and surpassing the situation attained from 1983 
until the first half of 1985. Naturally, loosening does not 
mean not controlling. Market regulation must increase 
market control in order to avoid chaos. Only by straight- 
ening out prices will it be possible to deepen reform. This 
point positively cannot be ignored. 


Second is exploration of government financial system 
reform, reviving and strengthening its macroeconomic 
regulation and control function. During the period of 
dividing revenues and expenditures between the central 
and local governments and holding each responsible for 
balancing its own budget, all taxes will be collected by 
local governments, the taxpayers being the tax recipi- 
ents, tax receipts completely losing their macroeconomic 
regulation function, or even becoming counter- 
regulatory. The levying of heavy taxes (product taxes) 
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was for the purpose of limiting production of certain 
goods, bul because of the increase in local government 
tax receipts, they turned into an encouragement to 
production. The 1983 instiution of “substitution of 
taxes for the payment of profits” revived the regulatory 
function of taxes. This was later changed to government 
level-by-level financial contracting, and the regulatory 
function of taxes was once again partially lost. (Some 
taxes are now directly collected by the central govern- 
ment.) In the future, there should be a ual transition 
from after-tax contracting to a tax-sharing system for the 
building of a regular government financial expenditures 
and receipts system, strengthening its macroeconomic 
regulation function. 


Third, after expanding local government and enterprise 
decision-making authority, bank loans became a macro- 
economic regulation and control tool of greater impor- 
tance that government tax collections. The central bank 
should be responsible for controlling the amount of 
currency issued and for strictly ing against infla- 
tion. In order to readjust the industrial structure, spe- 
cialized banks should be instructed to institute tilt poli- 
cies on loans to insure proportional harmony among all 
industries. Market regulation requires not only sound 
commodity markets, but sound financial markets as 
well. Inflation, as well as the shortage of circulating 
capital, in recent years, the market slump this year, and 
the large amount of “triangular debt" are all reasons for 
the failure of financial markets to develop. Banking 
personne! must be adept at using the abundant experi- 
ence of western countries in controlling financial mar- 
kets to hasten the turnover of funds in order to help solve 
difficulties resulting from the shortage of working cap- 
ital. 


Fourth, during the market slump, some enterprises are 
still not actively cutting prices to spur the sale of prod- 
ucts accumulating in warehouses. They fear that to do so 
will cause losses on the books that make it impossible for 
them to fulfil! their financial quotas. In a commodity 
economy, when enterprises inventory commodities on 
hand at the end of the year, they must discount them 10, 
20, or 30 percent, and figure the enterprises’ profits on 
the basis of these calculations. Thus, when they cut 
prices the following year, they will not show a loss. 
However, many large and medium size state-owned 
enterprises in China practice a complete inventory 
system in which sales at reduced prices require the 
approval of higher authority. Only in this way can losses 
incurred be acknowledged by higher authority. This 
means a lot of merchandise accumulates in inventory, 
yet profits continue to be calculated and bonuses con- 
tinue to be issued as usual. Collective enterprises respon- 
sible for their own profits and losses are more flexible in 
this regard. They can readily reduc: orices and sell 
merchandise that sells slowly, turning over their funds 
rapidly. State-owned enterprises can learn from collec- 
tive enterprises in this regard. 


Fifth, during the market slump, numerous enterprises 
have cut production or gone bankrupt. Unavoidably, 
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Sap eae 0 Cane Cas Gan So cnaeeen Gy Go ae, Oe Hence, the selection of the representative standard prod: 
the impactof —s ucts and the determination of the weight function in the 





the disturbance ae SS eee On ES CaS EDD 
vital bearing on whether or not the general price inden is 
Bh. The son of the target must reflect the accurate that year Judging from the situation these last 
concepts of the whole and the part. So 6 a. one Siew we an © S Eee 
things int two areas in order to show that they 
In order to implement targeted price control, we must not exceeded the contro! target avigned by ihe higher 
first ful. understand the retail price index for the whole levels The price indes thus worked out cannot 
country as well as its composition, grasp the law gov. tryihfully ther local general price level In future 
erning the movement of prices and the methods of price — assessments, whether they be of the whole country or of 
control on the macroeconomic level, and ensure that the g particular region we must find out whether the read: 
part holds itself responsible to the whole and that the justed representative standard products can reflect the 
whole country works steadfastly with one heart and one actual movement of the gencral purchase (selling) price 
mind to achieve the overall target. In the meantime, the jevel for all commodities and whether the readjusted 
general retail price index must be broken down and Cae Saagies > eaeneh. Cay olen eaten eee 
assigned vo the lower levels so that every local govern: ng of these questions can we judge the accu: 
Se Oe Soa SE ee 0 ee ee  & sony Ep genes) cites inden comptes one chat 
, ' . 
a he meg effects nes te fully - J ~— reflect the general price level for a partic 
brought into play in fulfilling the targets This 
will ensure the realization of the target for the = Second, we must see whether the predetermined control 
whole country. targets have been crceeded If the answer 1s no. what are 


the good methods and measures taken” If the answer is 

In this connection, the problems which cropped up . what are the reasons” Are there objective factors” 

several years ago were very noteworthy Although price ve subjective efforts been made’ These must be 

exceeded these = clarified one by one in the Course of assessment Only in 

targets i) several reasons §— this way can we assess the cfleciiveness of targeted price 

First, the was not helped to understand the overall = control by governments al various levels and by vanous 
target for the whole country and cultivate the concept of departments 

not 


the provincial governments = 11), Congiions for the Realization of Targeted Price 


larly the county governments. Also, the retail price index =—s The realization of targeted price contro! means what sor 

has not been down and assigned to individual = of _ policy measures and whal means and methods of 

because the actions of yt) ers oe +e 

In to meet the contro! targets for cach year, we 

prevalent, deparimentalism charac. = should adhere to the general and specific pohores of 

ee ee ee pricing that suit the actual conditions in China and select 

. Ww lesson in mind, make = =—s and make good use of appropratc means and methods of 

an carnest effort to rectify past mistakes, uphold the = management Specifically speaking we should mainly 
principles of modern management, and effectively — sinve to acowmplish the following five tasks 

| control "s 


. This 

nature of targeted contro! First, uphold the policy of keeping prices bar cally stable 
aad a The policy of keeping prices stable i the basis and 

C The assessment of targets must reflect accuracy and = —s ehiabie guaranice for the realization of targeted price 
comparability control In recent years. prices have been gong up and 
the extent of the price mse has been great Some com- 

The assesement of is the testing of the fruits of  rades advocated abandoning the policy This author 
iareted price control tn order fo cary ut semen considers this view to be rncorrect: While price increases 
a ific manner. we must first see whether or not the = —s are a natural phenomenon in the development of the 


apt ae payt yy! 4-44 = commodity economy we are not entirely powertess 
general price index in China is a comprehensive before this law Practice has proven that 1 1s entirely 
chain index of prices. tt is the contrast of the aggregate §=_ possible to keep the extent of price mereases under 
volumes of goods purchased (sold) obtained by mult: appropnate control Moreover we do not have fined and 
plying the proce level of various representative standard = constant prices in mind when we talk about stable prices 
products during the report and base periods by the We are saying that prices should be kept basically stable 
weight function of the purchase (sales) volume during = with appropriate upward and downward adjustments 
the base period. and is the dynamic relative number that, = Furthermore. as things now stand. the fact that the 

the trend and degree of the movement of the endurance of al! quarters concerned 1s so small means 


reflects 
general purchase (selling) price level for all commodities that keeping prices stable 1s our only alternative Hf we do 
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hot uphold this policy. we will not be able to effectively amounts of food at innumerable meetings the indienne, 
Cap OED See eae iMate evance of bonuses and the unresineted increase 
predetermined control targets consequences willbe of institutional purchasing power which emerged in 
unthinkable recent years cannot be tolerated any longer This i not 
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only necessary for ensuring thal the extent of price 
increases targeted for the current year @ill not be 
erceeded but 19 also needed to preserve the fine trad: 
tron and work style of being honest and hard working 


Third. develop a healthy and perfect market system The 
Chinese marke! 19 etl! underdeveloped . od is far trom 
perfect. Ai the same time. the marke! siructure & 
abnormal and things are in a state of chaos This will 
seriously affect the formation of a reasonable 
structure and the normal functioning of the role 
prices We must strive to develop a state-regulated. open. 
seueiny atte Gasen, ean & Us an ann ae 
maturity of the market. seeing to it that the we 
changes are made (1) Ma management i to be 
regulated The current double track price evetem must be 
» replaced by the wngle-track price system dif. 
iN Operational costs due to differences 
capacity of the maim body of the market should 
gradually resolved through efforts to straighten out 
pricing of capital and cheating and other frauds 
the market «|. uld be corrected through the adoption 
effective means (2) The circulation network i to 


operatronal enterprises. cach engaged own 
business There should not be any superfluous estatiieh 
ments or “empty spots” We should eee to 1 that the 
circulation system has many channch and as few inter. 
mediate links as possble The channel should be 
smooth and barred from “official profiteers (1) The 
market structure 1s to be ratronalized When individual 
commodity producer cannot control pices on the com. 
modity market there will be a rational structure of 
marke! supply with ‘a moderate degree of competition” 
and when conmsumen cannot monopolize the purchase or 
engage if irrational pu. hases. there will be a ratvonal 
structure of market demand When the cconomi struc. 
ture and indust'.al structure are rationalized. the 
product mis on the ma, ect will also be rationalized (4) 
Transactions of buying and selling are to take place in 
the open L aderground transactions of grey transactions 
will cease to canst, When all buying and selling activities 
are carried out in broae daylight and bargaining is 2 
common occurence. “personal-favor prices” and “spe. 
cial proces” will naturally disappear (5) Exchange at 
equal valuc 1s to become the common practice Exchange 
at equa! value will become the common law of market 
transactions, and there will not be any unfair buying and 
selling (6) The mechaniem of competition is to operate 
normally Factors that reject competition should be 
climinated. the function of the mechaniem of compet. 
tron im marntarning balance should be brought into play 
and the operational efficiency of the whole market 
should be maintained so that competition can play its 
duc role in stabilizing prices 
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Fourth, create a new mechaniem of macroeconomic 
regulation and control To meet the requirements of 
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through putting in more resources Rather, we should 
base ourselves on limited increments to improve the 
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consiruction, so as to curb any actions which violate 
a any — pemene eapmapee pegerts, 
projects exceed their appro ’ 

investment, blind deployment, and blind esene When 
the circumstances are serious, responsibility should be 
investigated and affixed to the relevant decisionmakers 


Clearly, cutting off the flow of funds to the chronic 
maladies of | through the tilting of investment 
and the gradual ishment of a new . .vesiment flow 


which accords with the needs of the commodity 
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ment « the fixed assets investment structure The sev- 
eral mayor investment structure readjustments since lib- 
eration were indeed carried out in this way Thus, in the 
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forms of fined assets investment and circulating asects 
investment when formulating investment plans related 
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C The synchronized incremental readjustment of fired 


asects investment and circulating assets readjustment 


i 


where only the banks do the work to obtain benefits 


making industnes Correspondingly. in the incremental 
readjustment of circulating assets investment. the situs 


readjustment. ss undustnes which have insufficsent investment. so as to 


Or else one bank 


was responsible for fixed assets investment while 
the optimal union remove some investment from competitive. profit. 


investment Its difficult for such a crisscross investment “bottleneck” adesiien Glee tatianiien, ond eumattel 
“hem the c 


B The synchronized implementation of fixed assets pay 


investment and circulating assets investment 
Thus. for the question of coordinating bank and finan- 


In the past the financial administration was 

another bank was responsible for circulating assets 
the two parts of investment 

cial department investme: ¢, the key les in strengthening 
improving the rationality of division 


sible for circulating assets im 
system to guarantee that. dun 
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expand deposits, strengthen their funds sources, 

the supertor and limit the inferior, and accord di t 
treaiment to enterprises as ——. The enterprises 
must. in further improving the contract sysiem, include 
enterprises’ funds accumulation rates, funds turnover 


ulated that for expansion projects, enterprises must raise 
al least 40 percent of the .otal necessary circulating funds 
themselves Further, the increased value of an enter. 
prise's stored and materials resulting from price 
increases all be transferred to circulating funds 


WH. Rank Levers To Promote Track 
| Using 4 hang we by 


'n the readjustment of the investment structure, | is 
necessary to shift the enterprises’ investment impulse 
inertia from the microeconomic track to the macroeco- 
nomic track, so that the interest orentation of the 
investment readjustment entities, which are made up of 
enterprises, do not drift too far from industrial policies 
To this end, on the one hand, investment activity targets 
must have the enterprises’ agreement. On the other 
hand. centered on the investment activity targets, we 
should adopt coercive coonomic measures to contain or 
switch the investment impulses of enterprises which are 
not in accord with industrial policies. As far as the funds 
relationship between enterprises and banks and the 
function and role of banks themselves are concerned. the 
economic measures which must be adopted primarily 
involve the use of bank levers 


The first measure In accordance with the precedence of 
indusines and the operational bene‘its of enterprises. 
and in the light of the credit system, enter- 
prises should be divided into five types. The first type of 
enterprise should have the two basic characteristics of 
being in the forefront of industrial precedence and being 
a key state, provincial, or municipal project. The second 
type of enterprise must be a project which industrial 
policies set down as one which must be given support, it 
must have reasonable good production efficiency and its 
creditworthiness must be quite high. The third type of 
enterprise, although being a project all wed the 
industrial policies, will have low profit rete on funds, 
poor accumulation capacity, poor market responsive- 
ness. and average creditworthiness. The fourth type 

enterprise will generally be a processing industry and 
may have high or low creditworthiness. The fifth type of 
enterprise will be these not included in industrial pol:- 
cres and, further, have poor operations, with its income 
not meeting its expenditures and its funds not covering 
habilities The aim of this classification is to tightly 
combine the industrial listing with investment appraisal 
and to link up the demand for funds by enterprises which 
the industrial listing notes should see priority develop- 
ment with the investment which can be supplied. so that 
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investment can be distributed scientifically and ratio- 
nally. In principle, the first type of enterprise should 
receive priority support, the second type of enterprise 
should receive active support, the third type of enter. 
prise should receive support if deemed fitting, the fourth 
type of enterprise should be strictly limited, while no 
credit should be extended to the fifth type of enterprise. 
Their should be both “cutting back and protection.” 
“First there should be cutting and after that read. 
justment should be carried out" The credit provided to 
the fourth and fifth types of enterprise should be recov- 
ered and then investment coordination should be imple- 
mented In the quantitative assessment and qualitative 
stipulation of the ente. prise types, the banks should 


as well as with the enterprises’ managing departments, so 
tely handle the rdatlenthip between 


industrial policies and investment policies 


The second measure Readjusting the irrational interest 
rate structure At the same time as increasing the differ. 
entials between interest rates. a system whereby bank 
interest rates are compensated should be established 
This will motivate banks’ enthusiasm to extend credit to 
basic industries and correct the investment hunger suf- 
fered by non-basic industries. Al present, investment in 
basic industries is utilized for a long time and pays very 
little interest. This is a manifestation of the state's 
privileged treatment of basic industries. However, 11 
should also be recognized that following the mse of 
non-bank financial organs and the buffeting caused by 
inflation, the situation of inverting bank deposit and 
bank credit interest rates and the shrinking interest 
differentials between different industries is becoming 
increasingly serious. Thus. current bank interest rates are 
under 20 percent, less than those for the energy industry 
and the raw materials industry, and much less than the 
rates for light industry At the same time that banks have 
to tighten their belts to make ends meet, they are being 
required to provide funds to support basic industries. If 
things continue like this, the banks will inevitably lose 
any enthusiasm they have for investing in basic indies 
tnes. Thus. for investment in basic industries, a rational 
interest rate standard should be set in accordance with 
the bank's liability structure The basic principles for this 
should be that the weighted average of short-term 
deposits and long-term deposits should be at least five 

points lower than the interest rate charged for 
investment funds At the same time. the banks should be 
allowed to follow the market and charge high interest 
rates when they have to pay high interest rates and be 
allowed to appropriately raise the interest rate on funds 
to make up for the shortfall resultant from investment in 
budgeted projects. Also, by increasing the interest differ- 
entials for different industries. the banks wil! be able to 
use the interest from the the processing industnes to 
subsidize the funds given to the basic industnes and 
have profit-making industries subsidize policy-onented, 
loss-incurring industries. It 1s worth pointing out that the 
differential interest rates must really be different and not 
just differ symbolically In particular, investments in 
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which deposit and credit rates are clearly inverted, 
including investment in infrastructure, basic industries, 
newly-emerging industries, and major social undertak- 


ings. The financial ts and central bank should 
establish an te credit discounting fund and 
institute _ If the bank interest rates structure is 


not put in order, there will be no way to basically cure the 
problem of investment h in non-basic industries. If 
the interest rate burden for industries is too light, it 
can easily give rise to wasted ir) ostment. 


The third measure: passat Gp aap oem On 
they can strongly draw in funds limiting the col- 
lecting of funds by enterprises. At present, some people 
t there are too many bank deposit network 
branches and advocate using administrative measures to 
restrict their numbers. Actually this is not necessary. As 
the development of the commodity economy requires 
adherence to the law of value, competition for deposits is 
an objective necessity. This competition is not only 
competition between banks, but also competition 
between banks and enterprises. Some enterprises, 
through issuing shares, bonds, funding certificates, and 
nan bY tickets and establishing various types of “mini- 
treasuries,” appropriate, in a very ineffective way, a large 
volume of idle social funds. This contradiction whereby 
social funds flow off in all directions, while the banks 
have insufficient funds to support key projects will, | am 
afraid, not 
and depth of 
using 


allow banks 
priate 
various 


be solved unless banks can extend the breadth 
their deposit services. The wise solution is, 
state-stipulated interest rates as the critenon, to 
to widely draw in deporits through appro- 
measures and, at the same ne, strictly limit the 
forms of fund-raising activities by enterprise and 


institutional units. Also, key state project construction 
bonds and financial bonds should be issued. This will 
reduce the avenues by rita ett r- 
and cuuuien @0 flow of funds. This will satisfy the 


investment needs of basic industries and guarantee the 
smooth readjustment of the industrial structure 


Economist Advocates Northwest Development 


HK 1309141090 Beijing QUNYAN [VOICE OF THE 
MASSES] in Chinese No 8, 7 Aug 90 pp 2-5 


[Article by Fei Xiaotong (6316 1321 6639): “Develop the 
Great Northwest, Usher in the 21st Century”) 


ext] | am so glad I have this opportunity to attend the 
rst coordination meeting of the multi-nationality eco- 
nomic development zone on the upper reaches of the 
Huang He. ! have been looking forward to this for a long 
time. Last year, the central committee of the China 
Democratic League also sent comrades to contribute to 
the preparatory work for this meeting. | received the 
invitation to this meeting when | was in Nantong, 
Jiangsu, last week. Far away as it 1s, | have managed to be 
here on time. 


Today, | would like to focus on why it is necessary to 
establish this multi-nationality economic development 
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zone on the upper reaches of Huang He and how | 
developed this idea. After | resumed work in the early 
1980's, | conducted some investigations first in my 
hometown in southern Jiangsu Province The ambition | 
had at that time was to “make people rich,” that is, to 
help the common people in China become nmch as 
quickly as possible. In the first four years of the 1980's, 
I stayed in Jiangsu most of the time, investigating the 
rural area and smal! towns and constantly ng my 
opinions. These opin'ons, as proved by facts, have been 
beneficial to the peasants in Jiangsu and across the 
country This makes me happy 


| was in Zhangjiagang, Jiangsu just last week and | saw 
the best houses the Chinese peasants have two- or 
three-story, villa-style houses. They show a living stan- 
dard that bears comparison with that in rural Japan 
today. This change, however, did not take very long, only 
10 years! The per-capita income has risen from slightly 
over 100 yuan in the early 1980's to more than | 000 
yuan today The main reason is the surplus rural labor 
has all been put to use in rural industries, export of 
products, and foreign-exchange carning undertakings. so 
all labor has been converted to wealth 


But a problem arose here. In the carly 1980's, the 
peasants who had truly managed to free themselves from 
poverty all across the country were found only in a 
handful of coastal areas, for example, the Chang Jiang 
Delta, Wenzhou of Zhejiang. hometowns of overseas 
Chinese in Fujian, and the Zhu Jiang Delta. Why 
couldn't the rest manage a rapid development” What ts 
the reason” Thereupon, | switched the object of my stud, 
from the coast to border areas, to the most indigent 
places, in an attempt to find out how they could be 
developed. | went to Inner Mongolia, from Xinganling to 
Baotou and then to Alxa Afterward, | learned that the 
poorest place was in Dingxi, Gansu. My initial purpose 
and motive for coming to Gansu was to see how poor it 
was and how to make it nch. Starting from 1984, | have 
been visiting Gansu once a year. This is my sixth time 
here 


I have traveled a lot in rural China and found the poverty 
in Dingxi very typical. The main problem is drought, 
shortage of water Water 1s very precious. Man depends 
on nature for water, and so do crops. It is impossible to 
get mich without water Through this, | recognized the 
truly needy place in rural China is the northwest. But it 
should not be so poor. Why’ Because historically the 
northwest did not use to be a poor place. If there had 
been no northwest, there would have been no Chinese 
civilization today The great northwest was the cradle of 
the Chinese civilization. Bui later, the ecology was 
damaged and. gradually. yellow earth became the only 
view that met the eye on every side. And poverty 
stemmed from here. Therefore, | can say that poverty 
has brought me to the northwest. 


How to put an end to such poverty, then’? When | first 
came to Gansu, | was considering copying Jiangsu’s 
expenence of developing township and town enterprises. 
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a 
diversified economy was a good idea When | was doing 
investigations in Dingai, | met a family in the country- 
side They grew grain and raised sheep. and rabbits 
They were quite successful Obviously, the principle 
making full use of labor with households as 
turning labor into wealth in various ways is viable here. 
too This economic formula is now termed by some a 
“courtyard economy.” 


To develop township and town enterprises, some 


medium-sized cities and benefit from their old tradition 
of the handicraft industry It 1s relatively more difficult 
to develop township and town enterprises without such a 
foundation But peasants are very enthusiastic about 
various sideline engagements based on households 
Taking as foundation the peasants tradition of man. 
aging their households industnously and thnftily and 
bringing the initiative of every individual into play are a 
practical and realistic ways to make the people mch 
When vanous households in various places assist in all 
kinds of proper sideline production, they will become 
rich Gradually developing collective township and town 
enterprises on the basis of solid agricultural sideline 
production 1s a logical path for rural economic develop- 
ment 


Although the township and town enlerprises now in 
existence face many difficulties, such as those resulting 
from tight money and poor environment, no major 
disturbances have occurred) This makes me feel that 
these enterprises, which | called “grassroots industry.” 
do have gy er: When | was inspecting Jiangsu 
last month, | found that about 1/10 of such enterprises 
had suspended production, closed down, merged with 
others. or changed then line of production, as a result of 
serious tight money, but this blow did not cause panic in 
the rural area. Why” These people who are industnally 
and agriculturally ambidextrous may go ack home to 
pick up their agncultural and sideline interests after thes, 
factones have closed down or stopped production and 
come out again to work in factones when things are 
better Thus, they enjoy some flexibility and elasticity A 
rural household, as an economic unit, 1s a strong regula- 
tory organization Such elasticity 1s absent in modern- 
ized cities, and therefore they are unabh > withstand the 
abovementioned adversities. 


It seems that the basis for economic devel »pment at the 
present initial stage of socialism must include house- 
holds as a basis. Theoretically speaking, we can manage 
without this basis, but in practice, it does not work 
When industnal development has just made its first step. 
there must be a transition from poverty to affluence in 
the economy In this period, the basis of households 
merits full attention In economically backward rural 
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areas, “courtyard economy” should be practiced with 
households as basic units They may do whatever they 
are capable of doing, in farming, afforestation, animal 
husbandry, sideline production. or fishery, on a small 
scale, and houschold by household 


We might as well regard the “courtyard economy” as a 
transitional form of economy It 1s, after all, a small-scale 
peasant economy with all the weaknesses that charac- 
terize it, and with this economy, it 1s hard to change the 
smali-farmer mentality Therefore, in order to evolve 
toward socialism, it 1s necessary to have collective ser- 
vice organizations functioning on top of household oper- 
ations It is not hard to set up such organizations, 
because when the products are in surplus and the peas- 
ants cannot consume them. they will have to seek ways to 
market these products and turn them into commodities 
But it os difficult for individual households to do a good 
job in th, respect: Running processing industries on the 
basis of agricultural products requires rural households 
to unite with cach other, so it 1s casy for them to accept 
collective services We may start our effort with mobile 
and processing services and gradually develop services 
that can be offered before. after, and during production 
When this moves on along a natural course, the masses 
will find 1 easy to accept, and collectivism will rise from 
here with socialism to follow This 1s what we call the 
two-trer structure in rural restructuring This structure 
uses individual economy as a starting pomt, which 
brings the peasants initiative into play and leads them 
toward collectivism, reducing the weight of the ind. 
vidual economy while gradually expanding that of col- 
lectives. This is an approach that should be fully 
explorted The above is what | have been thinking about 
in the past few years on how to help the common people 
in economically backward regions get rich soon 


When | was in Gansy for the second time, | went past 
Linasa and Gannan. which are both minority nationality 
areas | pondered over many questions when | was there 
In China today, the genuinely poor people are the 
minorty nationalities, and this 1s also the root of nation- 
ality problems. In the old days, the root of nationality 
problems was nationality oppression Now the nation- 
ality oppression has been uprooted, but poverty still 
exists. The difference between the poor and the rich is 
very significant, and even senous 


Generally speaking, our country is faced with three 
differences its difference compared with developed 
countries. the difference between the southeastern 
coastal region and the west. and the difference between 
Han nationality and minority nationalities: This is my 
starting point in studying social problems. Why do we 
have to carry out the four modernizations’? The verv 
reason 1s to narrow the first difference, which ts obvious. 
But. by and large. people are inadequately aware of the 
severity of east-west difference and that between nation- 
alities In my opimon, the regional difference that 
emerged in the course of economic development in 
China and the contradictions that this difference has 
brought about are one of the fundamental problems 
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facing our country at present. We must pay atiention to 
this problem and try to solve it as early as possible. 


The minority nationality regicas in the western part of 
China cover a vast area and their major economic feature 
is animal husbandry. Without seeking various ways to 
develop the animal husbandry on this grassland, it will be 
very hard for the minority nationality economy to make 
headway This is a fundamental question in the economic 
development of minority nationalities. Furthermore, his- 
torcally agriculture and animal husbandry have never 
been separated. There has always been a twilight zone 
between the western highlands and the central plains, 
bridging agriculture and animal husbandry. Linxia of 
Gansu 18 situated in this very zone where a group of people 
skilled 1) goods circulation live Many of them are Hui 
people whu have a good business tradition The Han 
people are not good at business because of their traditional 
ideology. This is why | suggest giving play to the unique 
traits of the Hui nationality and assisting them tn pro- 
moting circulation on the Qingha)- Tibetan Plateau so as to 
help commerci ilize the animal husbandry of the Tibetan 
nationality Since | treated this topic last time here, | am 
not going to talk about it any more. Last time when | was 
in Gansu, | also put forward the proposal of “promoting 
animal husbandry in two Nan’s.” | hope you will continue 


to study this proposal 


So far, | have been talking about how to help free people 
from poverty as a starting point and gradually pay 
attention to the development of minority nationalities. | 
hope there will be another opportunity for me in future 
to talk about how to develop the minonty nationality 
economy in particular 


When I came here this time, | brought some new ideas. 
The 21st century is only 10 years away, so we must be 
soberly aware that the 1980's is history and we are now 
in the 1990's. We should start considering questions of 
the 2ist century from now on. Therefore, we have to 
look ahead at the possible structure of the world in the 
21st century. Last year's changes marked the beginning 
of the change to the world’s fundamental structure. This 
change, to put it simply, is seen as “decline of two 
countries, rise of two powers, and four divided into six.” 
The decline of the two countries refers to the fact that the 
world structure dominated by the United States and the 
Soviet Union began to shake last year and the strength of 
the two countnes has declined, turning them from cred- 
itor nations into debtor nations. This decline will con- 
tinue, One of the two rising powers is Japan in the East, 
already an economically strong nation. The other is the 
EC in the West. Therefore, one may say that there are 
now four powers in the world. East Germany has thrown 
in its lot with the other side and Germany is on the eve 
of reunification. The post-reunification Germany will 
have great strength and the EC wil! probably break up 
into two parts. Whether our country will rise in the East 
to become “Number 6" among the world powers 
depends on what we can do in the coming |0 years. That 
is why the future we are facing is “four divided into six” 
and we may say it is also for what we are striving. 
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An analysis of the international situation will rule out the 
possibility of a world war in 5-10 years. Can we rise in the 
East and bear comparison with Japan within 10 years? If 
we cannot accumulate enough strength and become pow- 
erful during this period, our status in the 2! st century will 
be a real problem. The coming 10 years is a trial for our 
generation. If we can vitalize our industry, strengthen our 
agriculture, and bring population growth under control, 11 
will be possible to build a strong China. But there are some 
conditions for making the country prosperous and pow. 
erful. The first is the stability of the overall situation, the 
second is the redoubling of the national economy by the 
year 2000, which is possible; the third is the recovery of 
sovereignty over Hong Kong. | hope there will not be much 
trouble with that. We will have a “gangway” of a dual 
system within one country, which makes export and for- 
eign exchange earning more convenient. But | think we 
should still have a dragon, an economically strong one. 
running from east to west. Now the backbone of this 
dragon is ready. which is the east-west arterial railway On 
one end of this dragon is Shanghai. lt will become the 
mainiand’s equivalent of Hong Kong. We need to have a 
foreign trade, shipping, financial, information, and science 
and technology center of our own, to serve industry and 
agriculture all over the country. This ts the window of the 
socialist economy. 


The development of Pudong is now under way in 
Shanghai. When it is finishea, it will benefit all parties 
Shanghai has been our country’s economic center in the 
past. Hong Kong used to be a rather backward port. way 
behind Shanghai, dependent on the water and coal sup- 
phed by ships. Shanghai has always been our country’s 
eastern gate Later, the capitalist countnes imposed a 
blockade on our country and we also closed our doors 
Hong Kong alone was the gangway for export. One may say 
the prospenty and development of Hong Kong are a result 
of its role as China's back door of export. Why can't we 
build several Hong Kongs of our own in some other places” 
We are now learning from Hong Kong and Shenzhen 
experiences for developing Pudong and revitalizing 
Shanghai: Shanghai is endowed with better conditions 
than Hong Kong, with large numbers of talented. supplc- 
minded people and greater technical strength and scien. 
tific and technological strength. Hong Kong, without even 
an inch of arable land, has no agriculture. The Pudong 
development zone is in no sense established for Shangha: 
alone, but also for the takeoff of the east-west dragon that 
runs across China. Shanghai will be the head of this dragon 
and provide services for its hinterland. 


In view of this situation, the central commitice of the 
China Democratic League suggested establishing a Chang 
Jiang Delta Economic Cooperation Zone, embracing one 
municipality and two provinces. The current problem ts 
the convergence among the industnal enterprises and 
industrial structures in Jiangsu, Zhejiang, and Shanghai 
An overall plan is lacking, as 1s an organization that caters 
to the interests of various quarters and provides services 
for the industry and business in localities. This inhibits the 
display of the advantages of the Chang Jiang Delta and 11s 
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related hinterland. Na.urally, to establish such a center, we 
will have to face many difficulties and shortages of funds. 
But it is very necessary to set up such a mainland equiva- 
lent of Hong Kong. 


The other end of this dragon is the upper reaches of Huang 
He, the pool of raw materials and the base for the develop- 
ment of processing industries. This region has great pros- 
pects, On top of the big third-line enterprises that are 
already there, a large number of medium-sized and small 
enterprises at the grassroots level run by local people have 
been developed recently If the Chang Jiang Delta and the 
upper reaches of Huang He are well integrated into a dragon 
and all parties concerned work toward one goal and take 
into consideration the entire foreseeable situation in the 
2ist century, our economic strength will be greatly 
enhanced and this dragon will take off and fly. If we fail to 
do it this way, the situation we will face is clear to all, We 
must accumulate strength for our next generation, lay a 
good foundation. and create favorable conditions. The 
major task is to link up the two ends, the Chang Jiang Delta 
and the upper reaches of the Huang He. To do a truly good 
job here, we have to further our painstaking efforts in 
research and exploration so as to reach a common under- 
standing and a correct decision And, on the basis of this 
common understanding, we may work out a joint plan and 
implement it individually 


This meeting 1s of great importance The upper reaches of 
Huang He are a resource-rich, yet ecologically unbalanced 
region. We have now found a practicable direction of 
development, that 1s. developing energy and raw material 
industnes which provide for their own medium-sized and 
small enterprises as wel! as the rest of the country. The 
development of small districts, which 1s moving on at a fast 
pace, has also found its own way out: urban-rural integra- 
tion and dual system within one factory. | believe, as long as 
the correct path is followed, the results will show in 4 years’ 
time. At this meeting | hopc you will have better vision, be 
more far-sighted. look ahead into the 21st century, look at 
China as a whole, look at both the advantages and possibil- 
ities, enhance your enthusiasm. boost your confidence, and 
follow the four-prong principle—joint planning, individual 
implementation mutual benefits. and common prosperity. 
We should recover the original face of the upper reaches of 
the Huang He. th’s treasure land and cradle of the Chinese 
culture and combine this effort with the development of the 
Chang Jiang Delta and turn them into a giant drapon of 
China. Only by so doing can we have a clear conscience 
toward coming generations and step into the 21st century 
with minds at case 


Qingdao Surveys Causes of Enterprise Losses 
GOP 300894 Beyine JINGJT RIBAO in Chinese 15 Aug p 1 


[Summary] Losses incurred by industrial enterprises this 
year have greatly affected China's economic results. A 
mid-year survey of 267 enterprises in Qingdao revealed 
the following 


1. Due to the slumping market, factories have been 
forced to limit production and operate below capacity 
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The resulting increase in unit production cost is a major 
cause of enterprise losses, primarily in enterprises pro- 
ducing bicycles, tractors, cameras, sewing machines and 
air conditioners. Approximately 68.8 million yuan, or 49 
percent of total losses, falls under this category. 


2. The rising cost of raw materials, various fees, and other 
tional expenditures accounted for approximately 
71.3 million yuan, or 40 percent of total losses. 


3. Price reductions necessitated by competition contrib- 
uted to a loss of 15.7 million yuan, or 9 percent. 


4. Mismanagement accounted for approximately 19 | 
million yuan of losses, 10.9 percent of the total. 


Sudden and huge swings in industnal production also 
impacted greatly on enterprises. When capital construc- 
tion projects and fixed asset investments—mayor indica- 
tors of economic development—are being cut back 
because of reduced production, continuing maintenance 
expenses inevitably raise the unit production cost. Fur- 
thermore, enterprises are ill-equipped to adjusi promptly 
to complicated market changes. To rectify this situation 
we must improve product quality, raise economic bene- 
fits, adjust product mix, and speed up circulation 


A considerable portion of enterprise losses 1s attributable 
to state policies and thus can be called “policy losses.” 
Formulating economic policies that reflect objective 
economic principles and adjusting unsuitable policies 
under the guidance of combining economic planning and 
market regulation are crucial to resolving the serious 
problem of enterprise losses. 
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Effects of Interest Rates, Savings Deposits Appraised 
9OCE0431A4 Beijing JINRONG SHIBAO in Chinese 
24 Jul 9 p 3 


[Article by Li Jiansheng (262! 0256 3932) of the Jing- 
men, Hubei, Branch of the People’s Bank: “A Reap- 
praisal of the Effect Interest Rate Adjustments Have o. 
Savings Deposits”’} 

[Text] (Capsule summary: Looking at the power of 
savings deposit income as a source of motivation for 
deposits, and comparing it to other motivators, we see 
that as a source of motivation, savings deposit income ts 
insignificant. Under normal conditions, savings deposit 
interest rates have only a slight regulating influence on 
the total amount of deposits that are made However. 
savings deposit interest rates will exert a strong regu- 
lating influence in determining the structure of savings 
deposits. On the other hand, under abnormal conditions. 
namely when inflation is running high, high savings 
deposit interest rates have a regulating effect on both the 
total amount and structures of savings deposits that are 
made because of all of the other motivating reasons ) 
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wise Savings Deposits thet Ant Mothvaoe we 
— 


People make savings deposits for a wide variety of 
reasons. One of these reasons is the desire for income in 
the form of interest earned on the savings deposit. The 
following may be said avout the regulating effect interest 
rates have on these types of deposits: 


A. Interest rates have a regulating effect on the total 
amount of deposits. The total amount of savings deposits 
will rise or fall depending on whether the interest rates go 
up or down. If the interest rates are raised, it is more 
costly to hang on to one's cash, and hence, people will cut 
back on the amount of cash they hold. The opposite is 
true as well. 


B. Interest rates have a regulating effect on the structure of 
savings deposits. That is, when the structure of interest 
rates is adjusted, the structure of the people's savings 
deposits will see a corresponding adjustment. The adjust- 
ment of interest rate structures primarily plays out in the 
following two ways: first, when the banks adjust the 
interest rate structures for savings deposits, then the 
people will alter thei: selections from among the various 
kinds of savings deposits available. Second, when the 
relative interest rates between savings deposits and ind)- 
rect financial capital change, then also, the people will 
select options different from those originally chosen. 


C. During different stages of the economic cycle, interest 
rates have different regulating effects on savings 
deposits. When the economy is tight or in a depressed 
state, interest rates, due to the effects of various forces, 
have a reduced regulating influence. First, the regulating 
effect of interest rates on the total amount of savings 
deposits 1s weakened because when the economy ts tight 
the contradictions between supply and demand are less- 
ened, hence, more people are apt to hang onto their cash 
and defer purchases. When there are such conditions, it 
matters not how much interest rates change, the people 
are always going to choose to increase their savings 
deposits. Second, the regulating effect of interest rates on 
the structure of savings deposits is weakened because 
under tight conditions in the economy investment risk 
goes up and the people look at the risk and pvefer 
depositing their money in the bank rather than buying 
stocks or bonds. When the economy recovers and is 
healthy, the regulating effect of interest rates on savings 
deposits increases. This is because, when the economy is 
healthy, the people's savings deposits increase or 
decrease depending on the extent to which the economic 
environment is weak, and the interest rates will deter- 
mine whether the people choose savings deposits or 
enterprise stocks and bonds. 


D. Interest rates have different regulating effects 
depending on the income of the family making the 
deposit. Higher interest rates will have a fairly strong 
substitution effect on families with low incomes. That ts. 
these people will tend to substitute savings deposits for 
consumption so that they may increase their savings 
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even faster, The reason is that although the interest 
income on savings deposits for a low-income family is 
tiny compared to their total income during a given 
period, higher interest rates will increase the amount of 
anticipated interest income and, desirous of realizing 
this amount, people will increase their savings deposits 
as interest rates rise. As for high income families, high 
interest rates will give them quite a bit more income and 
in turn, this can cause them to spend money represented 
by increased future income. This is the effect interest 
rates have on income. But, whether the savings deposits 
of middle-income families rise when interest rates 
increase depends on the relative power of the substitu- 
tion and income effects on particular families. 


Il. Interest Rates Have No Effect on the 
Total Amount of Deposits Based on 
Motivations Other Than Income, But They Do Have « 
Regulating Effect on the Structure 


First we will analyze the absence of regulating effect 
interest rates have on the total amount of savings 
deposits made based on several different motivating 
factors aside from income. 


A. Savings deposits motivated by precautionary intent, 
namely, for the purpose of individual development or 
marriage. 


In China, these motivations for making savings deposits 
are strong and they are not i: fluenced by interest rates 
Peopie in China do not save much money, and so, when 
it comes time for personal development or marriage 
expenses, funds must be gathered, and this 1s not some- 
thing that can be done quickly. The savings of the whole 
family for several years will be consumed, and some will 
even have to shoulder heavy debt. Because of this, 
people in China have to scrimp and save for a long time 
and watch their budgets closely. Savings deposits 
increase for these purposes, and adjustments tn interest 
rates will not cause this to fluctuate. 


B. Savings deposits motivated by a desire to be ostenta- 
tious. This desire manifests primarily in two ways in the 
behavior of depositors. (1) When those who want to buy 
high-grade consumer goods or build a house find that 
their savings are insufficient for these purposes, they will 
do their best to cut back on their daily consumption 
expenditures and will increase their savings deposits. 
Interest rate adjustments have no influence on persons 
motivated by these desires. (2) When people have saved 
enough for the particular item of consumption they had 
in mind, they will withdraw their savings deposits and 
complete their purchases, despite the fact that interest 
rates may wave risen. 


C. Savings deposits made purely out of a desire to be 
frugal! are not influenced by adjustments in interest rates. 
Savings deposits made by those with an opportunistic 
bent who place their intermittent cash in the bank until 
the day comes to make a killing in the market are 
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similarly uninfluenced. In the first instance, those moti- 
vated by a desire to be see their thrifliness as a 
standard by which to live their lives. These people will 
not decrease their savi deposits merely because 
interest rates have been adjusted downward. As for the 
profiteers, they are concerned with making huge profits 
by capitalizing on changes in the various commodity 
markets, and they are not going to make a fuss one way 
or the other about getting more or less interest income as 
interest rates are 


D. Savings deposits motivated by a desire to be prepared 
for the costs of birth, old age, illness, and death. 
Everyone who is able to take care of daily necessities will 
pul away savings deposits to guard against the unex- 
pected events of the future. These left-over funds will not 
be effected by adjustments in interest rates. 


111. When Inflation Is High, High Interest Rates Have 
a Effect on the Total Amount and Structure 


of Made Based on All the Different 
Srotivating Pestere 


A. When the inflation rate is high, all of the different 
motivations for making savings deposiis give way to the 
desire to protect the value of one’s money. As 2 result, 
savings deposits decline. For example, in 1988 the infla- 
tion rate was running at 18.5 percent. Thus, the 380.! 
billion yuan in people's savings deposits not only could 
not earn any interest income, but in fact depreciated in 
value by 70.3 billion yuan during the period. In times 
like this not only will people not increase their savings 
deposits but instead will line up to withdraw their 
money 


B. Value-protecting savings deposit interest rates can 
also take the single motivation of protecting the value of 
one’s money and color all of the other motivations 
behind savings deposits with it so that the goal of 
increased savings deposits is realized In the above 
section we saw that people make savings deposits mot- 
vated by specific objectives that have nothing to do with 
making a profit on the accrued interest. Thus, when the 
inflation rate is high, we need only keep the interest rates 
close to the commodity price mses and implement a 
value-protecting interest rate so that the people will be 
less apprehensive of inflation and will have their moti- 
vation for all kinds of savings resi »red, in this way we 
can stabilize and increase a poriion of the savings 


deposits. 
TV. Conclusion 


Having performed the analys's above, we can now arrive 
at some fundamental conclusions concerning the regu- 
lating effect of interest rates on savings deposits. 





A. The regulating effect of interest rates on savings 
deposits 1s determined mainly by the comparative 
powers of the income motivation in making savings 
deposits and the various other kinds of motivations. If, 
during a given period of time, people are motivated 
more by getting income and are less concerned with the 
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other motivations, then interest rates will have a strong 
regulating effect on the total amount and the structure of 
savings ts. Because the other motivating factors 
currently are quite strong in China, their influence on 
savings deposits have overshadowed the influence of the 
income motivation, Thus, interest rates have only a 
negligible regulating effect on savings deposits at the 
current time. Their primary effect is on the structure of 
savings deposits. Regulation of the total amount of 
savings deposits must be achieved mainly by relying on 
other means. 


B. We should actively use interest rates to proritize 
financial capital structures. Because interest rates have a 
regulating effect on the structure of all savings deposits 

of the motivation behind the deposits, it is 
fully within our ability to use interest rates to prioritize 
the financial capital structures. At the present time the 
two following options are available to us: first, pay little 
or no interest on demand deposits, and at the same time, 
raise the interest rates on time deposits to the appro- 
priate levels so as to increase the proportion of total 
savings deposits accounted for by time deposits. Second, 
selectively allow enterprises to issue stocks and bonds 
that pay an appropriate rate of interest somewhat hi 
than that offered by bank deposits, and thereby 
transformations in some enterprises. 


C. Make effective use of interest rates to withstand 
inflation. During times of inflation, higher interest rates 
preserve the value of savings deposits, and they can also 
effectively offset the influence of inflation on savings 
deposits and lighten the pressure on the market, thereby 
bringing commodity prices back down. 


Banking Fxpert Discusses Risks of Delinquent Debts 
9CE0434A Beying ZHONGGUO TONGJI XINXI 
BAO (CHINESE STATISTICAL INFORMATION] 

in Chinese 30 Jul 90 p 2 


[Article by reporters Chen Bing (7115 0393) and Li 
Jianlin (2621 1696 2651) in “Hundred Schools of Eco- 
nomics” column: “Delinquent Debts Are a Menace and 
Must Be Thoroughly Weeded Out—An Interview With 
Zhao Haikuan, President of People's Bank of China's 
Banking Research Institute™] 


[Text] The “triangle of debts” has become one of the 
major problems plaguing China's economic develop- 
ment. At the inaugural of this “Hundred Schools of 
Economics” column, we want to invite a banking spe- 
cialist to discuss this problem from the banking and 
credit perspectives, and Zhao Haikuan (6392 3189 1401] 
immediately comes to mind. 


When we entered Zhao’s office, he was sitting at his desk 
busy with a pile of books and newspapers. When we 
explained the purpose of our visit, he paused for a while 
and then flipped open a file to show us some data and said, 
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Finally, we came to the issue of tighter con 
settioment Zhao Haikuan said that the banks should 


E 
H 
i! 
iE 
8 


i 
: 
i 
. 
i 
: 


A 
gE 
| 
4 


it 
oa 
; 
i 
i 


Argument Advanced for Internally Oriented Industry 
VOC E0381A Beijing CAIMAO JINGII [FINANCE AND 
ny | ECONOMICS) in Chinese No 6, 11 Jun 90 

pp 43-49 


Article by Jiang Xiaojuan (3068 1420 1227), Industrial 
ics Institute, Chinese 7 < Social Scr- 


ext} L. The Effect of China's National Circumstances: 


Oriented Development 


A. The levels of China's industrial production tech- 
and production efficiency are relatively low. 
industry to develop under state protection. 


nology and production 
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w 
the advantage of a low-cost work force, they are fre 
Sey A 0 OO aE Se See 
tries of the same kind possess in developed countries in 
Sher lonidamine Tet ee 
labor productivity rates Thus, such industries not 


China, yet when import controls were relaxed during the 
early 1980's, even though there was an of 
chemical fiber textiles in China, the volume of imported 


enterprises to limit output. The between products 
produced domestically by fairly production tech. 
nology and foreign products of the same type was more 


apparent For domestic industry to develop. tariff pro- 
a ae ae 


B. China has more labor resources than it can use, s© 
employment has to be maintained by protecting 
domestic industnes 


Optimized allocation of resources 1s a relative concept 
Strictly speaking. it requires a presumption of full 
employment at the outset. At such time, if reallocation 
causes the work force to transfer from occupations in 


of key elements, optimized allocation of resources is 
achieved. In theoretical terms, the reason an externally 
onented development strategy enables most optimum 
allocation of resources internationally is that it abolishes 
all protection of industnes Consequently, market sig- 
nals giide resources into the most competitive indus- 
tres China's labor resources are extremely plentiful, and 
there 1s a serious shortag. of employment for them A 
large part of the work force is unemployed or semi- 
unemployed. Under these circumstances, were there to 


reassignment from other industries. Thus, there is no 
need to use optimized allocation of resources as a reason 
for abolishing protection of internal industnes. In order 
to protect employment, even developed capitalist coun- 
tries always increase trade protectionism during an eco- 
nomic slump. Even now, these developed countnes still 
employ both tariff and nontariff barners to protect 
industries that are not competitive and that are threat- 
ened by other countries’ imports so as to maintain the 
domestic employment level. Therefore, the actual trade 
policies that numerous developed countres adopt are 
not to protect products that are competitive, but to 
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exerted a very powerful pull towerd foreign 
economic relations and trade on industries having an 
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loans, and preferential treatment is given in the distin expanding the scale of foreign trade, results in the form 
bution of raw and processed . the provision of of an improvement of economic returns from foreign 

of —s trade were not so marked Very many reasons account 


impact An impact from alwa 

existed in China, however, under the old system, the 
central government paid the weed for 
imports and was resp nsible for 
quently, maimtenance of the balance bet 


i 


shows that the direction of reform of China's indusinal 
system has led to a stronger investment impact for a 
weekening of restraints on investment | Thus. 
sometimes the scale of imports is in danger of getting out 
of control Such a situation increases tons and dif. 


However. even though reform showed stinking results in 
increasing the interest of foreign trade enterprises and 


trade butiness unite them. 
ness unis have sufficient 


responsibility for the decline in 
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foreign traders to make a cooperative investment, some 
Chinese investors yreld more than they should and give 
too much preferential treatment to foreign trader and 
are overly anxious for succes They frequently do not 
fully consider the 4. Feaponsibilities. and pen 


C Under China's prevailing coonomic system. the extent 
to which foreign trade activity reacts to coomomic regu: 
lation methods is limited 


During the 1980's, China conducted a foreign trade 
system reform in which the core ingredients were 
imcreased delegation of authonty the making of conces. 
wom. and an enlivening of the microeconomy Ai the 
tume, it uted more economic methods to effect 
macroeconomic regulation and contro! However for the 
following reasons the reaction of enterprises to economic 
regulation methods ts limited First. the elasticity coef. 
ficrent of the country’s imports and exports 16 relatively 
small Because of domestic and foreign market proce 
changes, increases and decreases in total vo! ume and the 
extent of structural readjustments are limited For 
example, clasticity ms very sight for the curtaiiment of 
imports of industnal raw and processed matenals and 
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the total amount of foreign exchange earnings from the = without Laking any fieke while lowering production costs 
export of industrial wares cannot be allowed to decrease and increasing market Competiivcnos In recent year. 
greatly Petroleum and coal account for a fairly high = “concer’’ a seeking has been sible everywhere in the 
percentage of China's exports In order to maintain — foreign trade busines Talks are held regularly Nagghing 
required foreign eachange earnings when internations’ — is conducted. and lobbying 6 done between production 
market prices decline, not only can there be no decrease enterprises and foreign trade businesses between them 
in amounts eaported, bul there must be ‘increase This = and the government and between the central 
results in a marked decline in coonome returns Th = ment and local governments about contract base 
degree to which the quantity of the coustry'’s imports —- bonus methods foreign crchange ditribulions and the 
and exports of industrial products can respond to — extent of preferential treatm ont 

eniand 1 Second, iowine a system ah —— This shows clearly that the nature of China's economic 
of enterprises to behave in a short-term fashion provided system may mean that political measures to promote the 
them with a fairly large selection of economn forms of tof an externally onented economy that are 
regulation Reaction was immediately intense to used in other developing countries are not remarkably 
Ti eens donmenenientipauanian enti cat effective when applied to China or then effect is die 


torted. These features of the system have to be fully 
considered when devgning a foreign trade strategy for 
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interests 
Exampl.s were the reaction te a one industry in China 
retention system and the export bonus Reaction 
fans and very wea to measures alec ep 
neuna unite competitiveness yo 
range foreign patterns that were not also 
pay gh wp A LL, - 
since the 1980's. international commercial bank loan 
interest rates, payment periods, and conditions have For any country instituting an externally onented eco 
changed yyy yo Privately owned = HOMIE developmen} siraicgy the ecoMoOMIC eNVirONMeEN) 
enterprises in some developing countries took «= Must be considered an important factor China ts the 


remedial action by their loans, but Chinese —- World's largest country in terms of population ft stands 
7, tes ened ond Gisun tonton wane in the front ranks of the world in output of many 


investment remained vigorous products. Not only 1s its foreign trade resincted by the 
international environment but should there be a huge 


D Under the prevailing system, a large amount increase in the scale of foreign cconome activity and 


administrative interference “concession seeking’ trade. it would have a marked effect on the international 
- i. —_ trade pattern. on international market prices. and the 


circulation of international capital This section will 

analyze the several factors in the international environ. 
Development theory holds that an externally onented mont that have the mou marked effect on Chine 
chminate the administrative interference and | conces- A Greater trade protectionism on the part of industn- 
sion seeking” of an internally onented economic — aiized countries. sharp competition among developing 
strategy However, the experiences of other developing = countries, and “equal trade regulations have limited 
China's efforts to encourage exports 


Following the petroleum criss of the 1970's, interna- 
in which = onal trade in the world economy) concluded its postwar 
operation of the foreign trade process was maintained =—s high-speed growth penod and cntcred a long low-speed 
There was very much room for “concession seeking” growth It was affected by the international enve- 
However since there was little relationship between an = ronment ring the nearly \0 years from the end of 
enterprises’ returns and how well it was operated, there World War Il until 1974. the trend toward freer interna- 
was littl motivation for “concession seeking” With tonal trade began to reverse | sing various pretexts such 
reform of the foreign trade system, enterprises’ returns =. a8 Maintenance of employment protection of agncul- 
became linked to how well they were operated, s ture, protection of key industries. the fostering of new 
in declined _ high-technology industnes. and resistance 

markedly If enterprises are able to get foreign exchange — to t trade practices. developed countnes further 
and import permits and imported equipment or foreign = strengthened their trade protection policies Generally 
capital. or if they are able to get a larger share of state = speaking. the strongest protection measures were mostly 
distributions and get preferential treatment for domestic § = against exports coming from developing countnes for 
materials the formation of a new trade protectionism consisting 

at official prices, and tax subsidies, they are then able to «= primarily of nontan{f barners augmented by tanff bar- 
increase the level of their production technology and ners This included a sernes of government-issued poll- 





the 
quality of their products with no effort on their partand = cies. and laws. including import quotas or an import 
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Permit system. stronger antidumping laws. sirict tech 

fical and sanitation standards, the setting of import 
prices increased caport subsidies and increased govern 

ment procurement with the goal of limiting | sand 
encouraging eaports Developed countries | protec 

honienm a serious on an imorease in China's 
exports Take the United States, for example Ii has not 
yet given China unconditional most-favored nation 
treatment Ht has consistently excluded China from 
among the developing countries receiving benefits from 
the generalized system of preferences |i has taken action 
to force China to lmet the quantities of certain products 
exported to the United States It has adopted discrim. 
natory price standards in the strengthening of antid. 
UMPINE Measures against China Trade protectioninm 
from the European Com non Market and Japan is on the 
increase Competition among developing countries in 
international markets is also becoming increasingly 
intense They are scrambling to take action to promote 
exports. and ecaports are concentrated a small 
number of products. such as textiles, clothing. and 
headgear In order to increase the competitiveness of 
their country’s products, developing countries resort 
increasingly to export subsidies, currency devaluation. 
and such policies Once such policies become common 
practice, they cancel each other out Such methods of 
“beggaring one's neighbors” place developing countries 
in a disadvantageous position in internat trade asa 
whole In many developing countries, it also gives i ise to 
imported inflation that causes a sharp ine in real 
eachange rates, making the position of exporting indus. 
tres even more disadvantaged, and forcing the begin- 
ning of another round of devaluation in a kind of vicious 
cycle 


Against this international backdrop. the actions thet 
China has been able to take to encow exports have 
been very limited. Even some of the policies that have 
now been adopted have been criticized by some in tus- 
tnal countnes For example, industnalized Western 
countnes feel that China's exchange contro! 
system 1s actually a form of non barrier Refusal to 
issue foreign exchange to enterprises that want to import 
is viewed as berng tantamount to placing limits on the 
quantity of exports. In addition. China's subsidization of 
exports or its foreign trade procurement prices ar fre- 
quently regarded as dumping Consequently. China's 
hopes for shaping a trade policy able to limit imports and 
encourage exports will not be accepted by other coun- 
tres that are likewise striving to increase exports Pow- 
erful protectionist measures and excessively preferential 
measures for encouraging exports may evoke corre- 
sponding retahation from other countries. 


B The dominance of labor-intensive products from 
developing countries 1s gradually weakening and disap- 
pearing 


One important basis for China's pursuit of externally 
onented economic development is its belief that China's 
labor-intensive products are competitive in international 
markets. sufficiently so to ensure that its export volume 
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reaches the wale needed to sustain this strategy How: 
evet looked atin terme of the international trade patiorn 
and technical progress in indusirial production, these 
ideas need to be reconsidered 


| The capacity of the international market for labor: 
intensive products is limited During the period 1970 
th 1984 caports of labor-intensive products aver: 
aged +1 6 percent of total world exports, textiles and 
clothing accounting for 8 A and 9 7 percent, respectively 

Were the foregoing percentages to be maintained 
unchanged for the following 10 years, it 1s estimated that 
by the year 2000 the export of labor-intensive products 
throughout the world would reach approximately $583 
billion, textiles and clothing accounting for $179 billion 
in an annual increase of $14.5 billion and $4.2 billion, 
resp ctively | To reach the amount of exports needed for 
Ch & to implement an caternally onented economic 
sire o@y, tt has been estymated that China's exports of 
lat «intensive products should total $1) 50 billion by the 
end © the century ’ With textiles and clothing each 
aceos ting for approximately one-half of their 80 per. 
cent: labor-intensive products, China's eaports of these 
two ce ‘egories of products would reach $120 bilhon and 
$60 b lnon, or 21 and 35 percent respectively, of the 
world’s total exports of products of the same kinds This 
would require annual increases of $8 6 and $4 43 billion. 
or approximately 50 and 100 percent of the world’s 
annual increase in exports of these two kinds of prod- 
ucts Obviously. this would be very difficult to realize 


2. Advances in production technology cance! out the 
advantages of labor-intensive products Science and 
technology have advanced very rapidly in industnahzed 
countries since the 1960's, leading to the invention and 
application of a series of labor-saving production tech- 
niques. The labor intensivity of traditional labor- 
‘miensive industries has correspondingly weakened, 
while the intensivity of capital and technology has 
imereased Asa result. the relative advantages that devel- 
oping countnes enjoy in these industries 1s gradually 
disappearing Take the textile industry as an example 
The invention and application of numerous highly auto- 
mated new techniques during the past 20 years has 
greatly decreased the number of textile workers. The 
competitiveness of the textile industry in developed 
countries is reviving and developing. Not only in the 
textile industry, but on all manufacturing industries, 
wages as a percentage of total costs are steadily declining 
In the United States. this percentage fell from 23 percent 
several years ago to 18 percent today. In some large 
enterprises, it has fallen to between 10 and 12 percent 
Labor costs as a percentage of total costs in the Nissan 
Company and the Toyota Company in Japan stand at 7 
and 6 percent. respectively. In the electronics industry, 
labor costs account for only 5 percent of total costs. 
Consequently, advantages from low wages are no longer 
apparent ' Technical transformation and scientific 
research to revive the competitiveness of traditional 
industries in developed countries will increase over the 
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neat several years Over the long run, de ne coun: in taking in direct investment from traders. But 
tries should not rely on advantages from low costs investors also have thei own goals Generally 


to get abead 


C There have been disadvantageous changes in the 
—y makeup, and credit conditions of international 
n 


From the end of Worta War Il until the early 1980's, the 
amount, makeup, and conditions for international loan 
funds rather favored developing countries’ implementa. 
tion of an external development strategy for exports 
Since the 1980's, the international economic climate has 
changed very —_ 1) Industrialized nations have 
shifted in the direction of anti-inflationary macroeco- 
nomic government financial policies, and nominal 
intercat rates on loans have risen sharply 2) Petroleum 
prices have plummeted, and national income from 
petroleum exports has sharply declined 4) The debt 
crisis in some developing countries of Latin America and 
Africa has damaged the reputation of developing coun- 
tres in international financial markets 4) Changes in the 
foreign assistance plans of industrialized countries have 
brought about a decline in the volume of con. cssional 
loans that these countnes and international financial 
organizations provide $) The development of science 
and tech has brought about a revival of some 
traditional 1 nes in developed countries, weakening 
the trend whereby ion was shifted toward devel- 
sping countries. changes have resulted in a 
marked decrease in the amount of international capital 
that developing countnes obtain. Simultaneous with the 
decline in the amount of finance tal, both finance 
co pital conditions and the makeup of loans have deten- 
orated markedly Loans on concessional terms as a 
percentage of total loans have declined, while commer- 
cial bank loans at relatively harsh terms have risen as a 
percentage of the total As a result of the proportional 
changes in loans of various kinds, developing countnes’ 
burdens in the use of foreign capital have increased In 
1984. interest payments accounted for more than half 
the total amount of capital plus interest that developing 
countnes repaid, while 11 accounted for only one-third in 
1970, demonstrating a mse in interest rates. The average 
debt repayment penod for public debt has shortened 
from 20.4 years in 1970 to 14.2 years. 


D. There is a clash between foreign traders’ goals in 
investing in China and China's goals in using foreign 
capital 

China feels that the use of foreign capital to operate 
enters oes in which foreign traders have invested holds 
mu -dvantages in comparison with foreign bor- 
rowim. «8 follows: |) The sales channels of foreign 
traders may be used to increase exports. 2) Since returns 
to foreign investors depend on how well the enterprise is 
run, advanced production technology and administra- 
tive methods are brought into China. 3) Foreign traders’ 
recovery of investment depends on ‘h« enterprise 
making profits and foreign exchange There is no 
increase in China's debt burden. These are China's goals 


ing. in order to get a greater return on investment 
they could obtain in their own country, including a 


direct profit return and some long-term strategic returns. 
they have the following several goals 


|. Interest in the China market, China's vast domestic 
market holds tremendous attraction for foreign inves: 
tors. Protectioniem is rampant in international trade In 
particular, when nontrade barriers become a serious 
impediment to international commodity flow the use of 
direct investment to enter the China market, whose 
potential is extremely promising from a strategic stand. 
point, is the principal motivation of Western transna- 
tional companies in investing directly in China This 
kind of interest in the market, particularly investment in 
the stra market aims mostly at long-term strategic 
returns. term returns are not the main goal For. 
eign investors may even be willing to take losses and 
make sacrifices on some technology as a price to be paid 
in order to ensure their long-term strategic goal of 


occupying the market. 


2. Interest in China's resources. China has large quanti- 
tres of as yet undeveloped natural resources, particularly 
mineral resources such as petroleum and coal that can be 
used for fuel. China's present financial and technical 
capab.lities are limited, consequently, China desires to 
tak, in direct foreign investment for cooperative devel- 
opment of these resources in exchange for the export of 
some products to repay loans. For Japan, which is 
relatively so close to China and which lacks domestic 
resources, resource-directed investment is one of its 
main goals in investing in China. 


3. Interest in China's cheap labor Such investment ts 
concentrated largely in southeastern coastal regions. 
mostly in small labor-intensive enterprises that require 
little investment to show quick results. In addition to 
——? the advantages of the country’s cheap labor. 
most these enterprises, compensatory trade enter- 
prises excepted, are strongly interested in selling their 
products inside China. 

Because of the vast differences and even the mutual 
clashes between the goal of foreign investors and China's 
goal in accepting direct investment from foreign traders. 
China frequently finds it difficult to realize ideal goals 
from investment by foreign traders. Conflicts are partic- 
ularly prominent over the market onentation question 


i 
i 


sales agreement. their 

China. Of more than 5,000 three kinds of partially or 
wholly foreign-owned enterprises that went into produc. 
tion or were partly invested in as of the end of 1987, only 
605. or fewer than | 2 percent, were acknowledged by the 
state to be export enterprises. Since the foreign sales 
record of the three kinds of partially or wholly foreign. 
owned enterprises was far from ideal, they were unabic 
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to balance their own foreign exchange needs. Not only 

were they unable i> earn foreign e for China, but 
China had to dean on ke own enet ¢ or foreign 
eachange credit. Although foreign tracers’ vost invest. 
ment war theoretically not — od to increase the size 
of China's foreign debi, actually most projects were Bank 
of China-secured. They increase foreign exchange pay- 
ments, weakening China's repayment capabilities. The 
conflicts that such different market orientations 
engender will endure for a long time. 


The situation regarding the importation of advanced 
production technology by the three kinds of partially or 
wholly fi ~owned enterprises is also not ideal, Gen. 
erally speaking, foreign traders do not want to provide 
the most advanced technology to help their own compet- 
itors. The contracts of some of the three kinds of 
partially or wholly foreign-owned enterprises who were 
providing fairly advanced technology explicitly provide 
that the Chinese party to the joint venture is not to turn 
over or disperse technology on its own account. F 

traders also frequently keep secret key techniques, 

nology, and product formulas, so that techniques 
involved in the production of their products cannot be 


dispersed. 


The foregoing analysis makes clear that the nature of 
China's national circumstances and its stage of dc velop- 
ment provide fairly strong impetus for an internally 
onented development of industry. Under the prevailing 
system, returns from the encouragement of exports are 
frequently limited or even generate a distorted effect. 
Changes in the goal environment markedly increase 
difficulties in carrying out an externally oriented devel- 
opment strategy. This analysis provides us the following 
several thought points: |) The advantages that a large 
country provides enables China's industry to have fairly 
strong development capabilities that revolve internally 
for the most part, thus, relatively small countries have 
more choices in form of development. In terms of 
material investment and product markets, it is possible 
to select a development strategy that is primarily inter- 
nally based. 2) Since ign economic activity and trade 
hold important functions for which there is no substitute 
domestically in the importation of advanced technical 
equipment and in providing a competitive international 
market environment and frame of reference, its positive 
role will have to be continued in the future However, 
China's degree of dependence on exports and its debt 
repayment rate have reached a fairly high level in recent 
years, future emphasis should be shifted from increas ng 
the scale of exports to improving returns from them. 3) 
Given today’s microeconomic tion and market 
environment, the transmission of the shoricomings of 
the internal system to the foreign trade area is extremely 
apparent, therefore, whether foreign trade will be able to 
perform more important functions depends on the depth 
of system reform. 4) Under the present system, when 
adopting various economic regulation and contro 
methods in designing a market economy, consideration 
should be given to whether they might arouse negative 
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effects, to weighing the gains and losses, and to choosing 
judiciouny. In addition, it 1s necessary |) design policies 
and measures a te to China's ‘ational circum 
stances s© that its industrial foundation will be good, so 
that it will bo organizationally strong, and so that the 
government will possess fairly strong adminisirative 
regulation and control function advantages that can be 


used to the full in foreign trade 


|. For estimate data please see Teng Wencao [3326 2429 
$679). “The International Environment and lis Effect on 
China's Foreign Trade Policies,’ SHIUJIE JINGII 
[WORLD ECONOMY), 1988, Issue 12. 


2. Wang Jian [3769 1696): “Selecting a Correct Long. 
Range Development Strategy,” JINGJI RIBAO, § Jan- 
vary 1988. 


3. “Low W No Longer Advantageous,” 
WALL STREET JOURNAL, 15 March | 988 
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Limits on New Cotton Projects in 8th 5-Year Plan 


90P 300824 Beijing JINGJI CANKAO in Chinese 
12 Aug 90 p4 


[Summary] To move beyond economic retrenchment 
and to counteract raw material shortages, declining 
product quality, and reduced economic efficiency, the 
Ministry of Textile Industry has decided that it will 
strictly control the industry's capacity by prohibiting “in 
principle” the construction of new cotton mills during 
the Eighth Five-Year Plan period. Instead, it will con- 
centrate on technological advancement and transforma- 
tion of existing enterprises, adjusting product mix, 
raising product quality, increasing added value, and 
earning more foreign exchange to ensure steady 
improvements in economic 


The Ministry outlined the following measures to be 
implemented in the Eighth Five-Year Plan penod: 


|. Regardless of ownership form and bureaucratic rela- 
tionship, the respons ble textile industry departments in 
the provinces, municipalities, and autonomous regions 
must first review all ew proj betore reporting to the 
Ministry of Textile industry for approval. 


2. Old textile bases in large and medium coastal cities are 
not ellowed to increase capacity for preliminary pro- 
cessine Existing enterprises must be upgraded by 
becoming technology-intensive in order to process sup- 
pled matenals and become import-export onented. 

3. Existing cotton enterprises will undergo rectification. 
All enterprises with antiquated equipment must imme- 
diately stop production and document this before 
reporting to the Ministry Those enterprises that have 
suffered losses as the result of using more than |.OBO kg 
of cotton to produce one ton of yarn. utilizing equipment 
below 9O percent of norma! operating condition, and 
maintaining a grade-one product ratio below 93 percent 
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must be rectified within sia months If they do not meet 

the standards after six months, they must close, suspend 

— tions, merge, or switch to manufacture of other 
ucts. 


4. To raise product quality so a8 10 become itive 
in international markets and earn more forei 
exchange, cotton enterprises wil! receive priority in . 
nological transformation. 


5. To give full play to its overall strengths, the textile 
industry will reiy on key cities, focus on quality products 
and famous brands, and form enterprise groups and 
coordinated bodies at different levels 


6 Central and large-scale gauze markets and, by long. 
term contracting, cotton exchange markets in cotton 
producing areas will be established 


FOREIGN TRADE, INVESTMENT 


Foreign Trade Trends, Strategies for 1990's 
VOCE 04444 SHEHUI KEXUE (SOCIAL 
SCIENCES] in Chinese No 6, 15 Jun 90 pp 22-25 


Article by Li Li (2621 0500) of the International Trade 

esearch Institute at Shanghai's Fudan University: 
“International Market Patterns and PRC Export Trade 
in the 1990s") 


peat Lira = phage Ill, The Basic Trends of PRC 


PRC export trade maintained a basically stable growth 
momentum and assumed a state of linear growth 
throughout the 1980's. As to the PRC export commodity 
mix, our proportion of manufactured goods increased 
from 46.6 percent in 1980 to 64.4 percent by 1988, while 
our proportion of primary products decreased from 53.4 
percent in 1980 to 35.6 percent by 1988. PRC export 
commodity markets were mostly in developed countries 
(approximately 40 percent), with the Hong Kong-Macao 
region being second (approximately 32.5 percent), devel- 
oping countries accounting for approximately 15.6 per- 
cent, and the Soviet Union and Eastern European coun- 
tries accounting for the smallest proportion 
(approximately 8.8 percent). Our staple export commod- 
ities were mostly crude oil, clothing, and cotton, 
accounting for roughly 19 percent of our exports, which 
shows that they were still generally primary products 
from labor-intensive industries. 


The proportion of world exports accounted for by PRC 
exports, increased from 0.92 percent in 1980 to 1.43 
percent by 1988, or only a 0.5-percent increase in almost 
a decade, which shows that our share of world exports 
was very small. 


From an overall perspective, the basic trend of the PRC's 
future export trade is going to be expansion, which will 
be an inevitable demand on our economic growth 


Although our export trade is going to steadily expand 
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along with the constant deepening of our reform and 
opening up to the outside world, the expansion will occur 
not as a wave of ups and downs, but rather as a ladder of 


“eastern advance, northern eapansion, and western 
shift’ will emerge in our export markets, First, as US. 
and Japanese markets have a huge capacity and can be 
said to be enormous pools of attraction in the interna: 
tional market, our eaport markets will continue ther 
eastern advance by opening up Southeast Asian markets 
and sending itions to U.S. markets. Second, as our 
trade with the Soviet Union and Eastern European 
COUNTIES 1s Springing UP vigorously, we are going to love 
ho time in our northern . Finally, as the BC is 
market in 1992, we will 
gain a foothold there, in preparation 
) See Ge into the larger EC market of the 
ure 


Strategies Which the PRC Should Adopt for the 1990's 
|. Faced with the inducement to catch up of the estab. 
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Economic Alliance, composed of China's western prov. 
inces and various West Asian countries. In this way, the 

evolve ion trend 
toward the North. East, and West, which would bring 
our foreign trade expansion forces into full play 


As to the formation of a single large EC market in 1992. 
the PRC could adopt a strategy of “they defend while we 
attack” and use a “connection by marriage” method to 
break in, in order to profit from the single large market 
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and break through its large ring of protection We could 
begin by setting up joint venture. in certain EC coun. 
tries, establishing , attempting to hold our 
ground, and eapanding viep by step Thus, la 
domestic enterprise now be -E.. 
urged to advance toward Western Europe. so that PR( 
transnational corporations can gain a foothold in the E¢ 


2 Faced with world trade growing faster than the world 
economy. the imereasing proportion of indusinial goods 
and the decreasing proportion of primary products in 
world trade. and the expansion trend of PRC foreign 
trade. we must continue to steadily cxapand our foreign 
trade in the 1990's. It is extremely out of line that our 
export trade accounts for only | 43 percent of world 
exports even though we are such a country Our 
foreign trade is not expanding too much, but rather far 
too little From the perspective of the history of world 
economic development, indusinally developed Western 
countries, as well as rising industrialized Asian coun. 
trves. all motivated their overall economies to take off 
with exports Foreign trade is a motivation or induce. 
ment for the whole national economy 


PRC export commodity markets are distributed roughly 
as follows in the 1980's: 64 percent in Asia, 19 8 percent 
in Europe ot oey 5 percent in the EC), 8.8 percent 
in North America, 2 percent in Africa, 0.98 percent in 
Latin America, and 0.98 percent in Oceania, which 
shows that our export trade has not yet broken free from 
its pattern of mostly offshore operations In the 1990's. 
we must vigorously expand our overseas trade arming it 
at the U.S Canadian free trade zone and the large EC 
market in particular 


The way for us to expand our foreign trade 1s to increase 
our electronics exports In world markets, there is a 
spectacular rising trend in electronics trade. but a falling 
trend in primary products trade Thus. developing our 
electronics trade in line with the principle of the contrast 
in profits, 1s the only way that we can expand our foreign 
trade The basic trend of PRC exports throughout the 
1980's was clearly that encouraging achievements were 
made in our electronics exports In our future expansion 
of electronics exports, we must from regional to 
indusinal favorntism, and put into different pref. 
erential polices in vanous industnes based on export 
efficiency. in order to promote a ratronal cxpansion of 
our clectromecs industry 


3 Faced with the sharper competition and increased 
options of international capital circulation in the | 990's. 
the PRC should make great efforts to enhance its invest- 
ment climate. by working to improve both its hard and 
soft chmates In the current world economic arena. 
“trade and investment” are two “sharp weapons” which 
we must learn how to use well As to investment, we 
must both “imvite it in” by importing foreign capital, 
and also “send it out” by investing abroad, so as to speed 
up our economic development through two-way fund 
circulation 


ECONOMIC 4” 


Shanghai should be able to develop its investment poten. 
tial to the full in the 1990's. The State Council has 
approved Shanghai's development of the new Pudong 
Zone, which has far more development value than 
Hainan Island and is a geomanti paradise As long asa 
good investment climate is formed i'n Pudong. it will be 
able to attract tens of thousands of merchants, entrepre- 
neurs, and bankers to invest in its development, and will 
certainty add luster to this pearl of the Onent, Shangha 
Shanghai is a multifunctional city for opening up to the 
outside world and has established a good image 
th tthe world Along with the development of the 
new Zone, and as an economic center with 
strong capabilities for domestic and foreign capansion, 
Shanghai can motivate an cconomic takeofl for all of 
Shanghai as well as for the whole PR( 


We must persist in acting according to international 
practice when using investments The more we persist in 
acting according to international practice, the better our 
investment climate will become We must develop long- 
range strategic foresight in this area’ As Shangha: is 
opening up not only to Asia. but also to the whole world, 
it will undoubtedly become one of the world’s ideal 
investment sites 


Ceuangzhou Targets Problems of Foreign Investors 
WOCE04338 Guangzhou GUANGZHOU RIBAO 
in Chinese 26 Jul 9p! 


Article by Li Chaoy (2621 6389 1015) and Chen 
wehun (7115 1172 2504) “Work Together To Run 
Foreign Business Enterprises Better, Solve Real Prob- 
lems. and Improve Work Efficiency | 


[Text] “la the 1990's, Guangzhou will take new steps in 
reform and opening up In order to achieve a common goal, 
administrative bodies of the municipal government will 
handic business enterprises better” sand Li Zilw 
[7812 1301 3177), acteng mayor of Guangzhou Yesterday 
he spoke to « ver 400 representatives from the “three kinds 
of partially or wholly foreign-owned enterpnses [hereafter 
referred to as FIE's, of foreign-invested enterprises} who 
attended the Seventh Dialogue ( onference sponsored by the 
Guangzhou Foreign Business Enterprise Association 


Li Zilu: remarked, “We will improve the investment 
climate further end rane work efficiency We are in the 
process of taking Neasures to gradually solve problems 
such as telecommu vcations and power supplies We are 
also in the midst of rectifying the problem of unreasor- 
able charges imposed on FIE's The General Adminis- 
tration of Customs wi! soon issuc new regulations which 
will make things mor convement for foreign business 
investors We hope that foreign businesses will cooperate 
in the 10 key construction projects. 600 other projects 
open to foreign businesses, and projects transforming 
some old enterprises which Guangzhou has announced © 


Also present at the conference yesterday were vice mayor 
Le: Yu (719! 1342), people from Cuangzhou's Foreign 
Economic and Trade Commission and Foreign Investment 
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Enterprise Association, and other responsible persons from 
concerned departments such as customs, finance, taxation, 


power supply, and foreign-exachange management 


Lei Yu also said, “The municipal government is willing to 
hely foreign businesses solve the problems they encounter 
when setting up their enterprises. There are many commu- 
nication channels between the municipal government and 
foreign businesses. We hope that all investors who come to 
Guangzhou can set up business smoothly.” 


Wu Binghui (0702 4426 6540), director of the municipal- 
ity’s Foreign ic and Trade Commission, reported on 
the development of foreign trade and economic 
cooperation in Guangzhou during the first half of this year. 
With regard to foreign trade, from January to June of this 
year Guangzhou exported local goods valued at $637 mil- 
lion, this was an increase of 49.73 percent over the same 
period last year. Exports from FIE's accounted for $135 
million worth of local exports, more than double the figure 
of the same period last year. This momentum is still 
developing. | Wu Binghui said that foreign business invest- 
ments have shown two characteristics during the first half of 
this year The first characteristic is that investment has 


ceristic is that the number of Taiwanese compatriots 
investing in Guangzhou has increased, and some Hong 
Kong tycoons have also started paying more attention to 
dndnonen projects in Guangzhou. 

During the conference, which ran for more than two 
hours, foreign businessmen took the floor and asked all 
sorts of questions. Some asked that a computer network 
service be set up, and some brought up the question of 
hiring technical professionals, some asked whether 
profits from FIE’s could be used to set up new enter- 
prises, others raised questions about power supplies and 
other issues. All of these questions were answered indi- 
vidually by concerned departments. 


Foreign businesses concentrated mainly on the problem of 
unreasonable charges. Responsible persons at Guangdong's 
Price Management Bureau put forward measures addressed 
particularly at rectifying the 22 unreasonable charges which 
most concern All illegal and irrational charges 
must be resolutely abolished All charge standards which are 
too high must be lowered. Concerned departments must put 
forward their suggestions for dealing with charges which are 
reasonable but which hay. no legal base. The suggestions 
me_ only be carried out after the Price Management Bureau 
has ratified them 


Shanghai Foreign-Invested Enterprises Maturing 
QOCE0433C Shanghai WEN HUI BAO in Chinese 
26 Jul 90 pp i, 2 


[Article by Chen Wei (7115 1919): “Shanghai's ‘Three 
Kinds of Partially or Wholly Foreign-owned Enterprises’ 
Enter a Mature Phase of Development’’] 


[Text] Because Shanghai has created an excellent produc- 
tion and management environment for foreign-invested 
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enterprises, most of its 370 “three kinds of partially or 
wholly enterprises” (hereafter referred to as 
FIE's, or foreign-invested enterprises] enjoy good business. 
According to statistics, in the first half of this year the value 
of industrial output of these enterprises reached 12.326 
billion yuan, their business income was | 1.08 billion yuan, 
and their exports earned $340 million in foreign exchange. 
All of these represent extensive increases compared with the 
same period last year. This shows that most of Shanghai's 
FIE's have entered a mature phase of development. 


Many FIE’s in Shanghai take advantage of the conve- 
nient conditions of the city's original industrial base and 
international port. During the preliminary phase of their 
founding, enterprises targeting the international market 
adopted advanced international standards as their own 
production standards, and took the path of an export- 
oriented economy. The Shanghai Yaohua Pilkington 
Glass Co., the Sino-foreign joint-venture in the 
new Pudong district, has made every effort to expand 
into new international markets since it began operations 
two years ago. Its opal glass, mirror glass, and LVC 
{expansion unknown] glass products have been sold in 
more than 20 countries and areas. In the first half of this 
year, the volume of the company's glass exports 
accounted for more than 50 percent of its total volume of 
sales and shipments, and earned $16.49 million in for- 
eign exchange. The Shanghai Mitsubishi F'evator Co., 
the largest Sino-Japanese joint-venture in Shanghai, 
grew out of an old military goods manufacturing enter- 
prise. After becoming a joint-venture, it imported 
advanced technologies and management methods from 
abroad which have made the old enterprise shine with 
youthful vigour. This company introduced and manufac- 
tured the computerized, variable voltage, variable fre- 
quency, adjustable speed elevator (VV VF), a modern, 
internationally advanced product which has enabled 
China's elevator manufacturing industry to rank among 
the world's most advanced. This type of elevator ha’. 
already been used in some domestic luxury hotels and 
acts as an import substitute. At the same time, after 
absorbing advanced technologies, this company also 
manufactured the popular AC VV [expansion unknown] 
model elevator, which noi only sells very well domesti- 
cally, but also has many orders from abroad. The 
Shanghai Mitsubishi Elevator Co. has already estab- 
lished sales offices in Singapore and Thailand and is 
relatively influential in Southeast Asia. In the first half of 
this year, the company earned $4.02 million = 
exports. Nine joint-ventures which are operati 
Shanghai's light industry sector earned $8.8 million 

exports in the first half of this yoar, a 1.8-fold increase 
over the same period last year. Among these joint- 
ventures is the Shanghai Zhuangchen Co, whose export 
earnings during the period were five times more than in 
the same period last year. 


Since last year, many domestic enterprises have suffered 
because of the weak market. However, because their 
products are of reliable quality and are marketable, 
Shanghai's FIE's seldom have overstocked products. In 
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recent years, many Chinese enterprises rushed headlong 
into mass production of pantyhose, some factones pro- 
duced very low quality products and competed by low- 
ering prices. The Shanghai Huagao Knitting Co. in the 
Minhang development district is quite different from 
others: its products a: > good quality, fashionable, and 
come in many varieties, and they sell both domestically 
and abroad. In 1988, both sides of the Sino-foreign 
joint-venture increased their investment and added 60 
fully automatic hosery knitting machines to the assembly 
line, which originally had 155 hosery machines. Sull, 
product supply cannot meet demand. Sales from January 
to June this year increased by 75 percent over sales in the 
same period last year, foreign exchange carnings on these 
sales increased by 77 percent compared with earnings 
from the same period last year. The company's products 
have been sold in markets in Europe, Southeast Asia, 
South America and Southwest Africa. By utilizing 
advanced technologies and management methods from 
the world-famous Coca Cola Corporation, the Shanghai 
Shenme: Beverage and Food Co., a Sino-U S. joint- 
venture, has produced international quality beverages 
which have already been used in large, local hotels and 
which substitute for imported beverages. With their 
novel tastes and packaging, the company's Sprite and 
Fanta products have swept across the domestic market 
and are warmly welcomed by customers. Sales in the first 
half of this year amounted to 56 million yuan, an 
increase of 25 percent over the same period last year. 
“Wolf brand sneakers monufactured by the Shanghai 
Xingzhong Shoe Co. and “Warrior” brand soap pro- 
duced by the Shanghai Lihua Soap Manufacturing Co. 
sell very well in the market. The economic results for 
these two joint-ventures have been very remarkable. 


Abundant technological resources are one of the “magic 
weapons” behind the success of Shanghai FIE's. Over the 
past few years, Shanghai has set up a great many tech- 
nology-intensive joint-ventures. These enterprises 
already had a high technological starting point, and they 
not only imported advanced “hardware” from abroad, 
but also gained formulas, patents, and the technological 
know-how for quite a few advanced foreign “software” 
technologies. All of these enable joint-ventures to have 
high technology products and relatively strong competi- 
tiveness. The “Santana” automobile is manufactured by 
the Shanghai Volkswagen Automobile Co. This car is 
technologically advanced, enjoys the champronship pos- 
tion in the domestic market, and is considered the 
“number one seeded” substitute for imported cars. As of 
15 July, 9,500 Santana cars had been produced this year, 
an increase of 22 percent over the same period last year. 
The Shile Shenbei 1027 duplicating machine introduced 
and manufactured by the Shanghai Shile Duplicating 
Machine Co. is a new, product which uses international 
high technology from the late 1980's and which has very 
good performance. This company has made high quality 
the life of its products. Over 10,000 duplicating 
machines have been produced since production began, 
and the rate of packaged machines which are up to 
standard quality has reached 100 percent. Sales in the 
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first six months of this year increased by 52 percent over 
the same period last year, and the company occupies 
one-third of the domestic duplicating machine market 
The Shanghai Nisaila Sensor Co. is a mature, high- 
technology Chinese joint-venture. The volume of its 
exports of infrared sensors is the highest in the world 
This year they have manufactured more than 10 new 
products, such as supersonic sensors, and their export 
earnings increased 40 percent over the same penod last 
year 


Complete afler-sales service is a strong competitive tool 
for expanding business for Shanghai FIE's The Shangha: 
Yikang Chemical Industry Co. is a Sino-U.S. joint 
venture with 40 employees. They adopted the latest US 
technology and achieved high efficiency with very good 
economic results. Foreign exchange earnings average 
$50,000 for each person in the enterprise. Since the 
enterprise started operating two years ago, their deter- 
gents for dining halls, guest rooms, and laundries have 
been used in most domestic tourist hotels and have 
squeezed imported detergents out of the domestic 
market. The secret of their success is that they provide 
complete and all-around service, from how to use their 
products to training of equipment operators, anytime or 
anywhere. Al present, a great number of FIE's in 
Shanghai have established their own sales and service 
networks, integrating production, sales, and service into 
one system. Their “feelers” have spread to many cities 
and provinces throughout the country. They are 
expanding their markets by using various measures to 
extend overseas and by relying on their comprehensive 
superiority. 


AGRICULTURE 


Agricultural Product Cost Surveys Explained 
9OCE0387A Beijing NONGCUN CAIWU KUALII 
{RURAL FINANCIAL ACCOUNTING] in Chinese 
No 7, 6 Jul 90 pp 57-59 


{Article by Long Ben (7893 1149): “Questions and 
Answers About Agricultural Cost Survey Information™] 


[Text] [Question] / heard that the Department of Agricul. 
ture recently approved and forwarded an ‘Agricultural 
Products Cost Survey Plan (Trial). May 1 ask, what is the 
difference between doing an agricultural products cos’ 
survey, and doing an agricultural products cost 
accounting’ 


[Answer] An agricultural products cost survey is an 
extension of agricultural products cost accounting work. 
Since 1979, the Ministry of Agriculture Main Adminis- 
tration and Control Station has summarized a whole 
body of agricultural product cost calculation methods 
from farming to the aquatic products breeding industry 
These data were taken from tral cost accountings for 
agricultural products done in rural villages nationwide. 
They also trained a large number of technical cadres 
specializing in agricultural products cost accounting for 
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all jurisdictions, Today, there are more than 1,500 
counties nationwide doing agricultural products cost 
accounting. At the test sites, the Ministry of Agriculture 
Main Administration and Control Station also per- 
formed a statistical collation of accounting data from all 
curisdictions to produce data reflecting agricultural 
inputs and outputs. Because of the increase in rural 
commudity production, these data are given increasingly 
serious national attention, showing that the state wants 
to provide scientific macroeconomic direction to agn- 
culture. A grasp of agr’ ultural input and output data ts 
extremely important for this purpose. Macroeconomic 
control requires representative data Previously collated 
agricultural products cost accounting data came from 
pilot project county data, and even though each province 
took into consideration various matters in selecting pilot 
project counties, a look at the results of development 
show cost accounting pilot project provinces are 
extremely unbalanced in terms of numbers and distribu- 
tron. Weighting of data is impossible in the collation of 
the statistics, and this seriously damages their represen- 
tativeness for agricultural product costs nationwide. 
Therefore, agricultural product cost surveys are to be 
conducted nationwide beginning in 1990. Agricultural 
product cost surveys are to be done in accordance with 
random sampling principles. Readjustments are to be 
made in the existing agricultural products cost 
accounting pilot project sites, the number of counties 
that are regionally representative being appropriately 
increased, and the number of duplicatory and not region- 
ally representative counties being reduced in the forma- 
tion of a nationwide agricultural products ¢ »st survey 
network. Agricultural products cost accounting ts the 
foundation for agricultural products cost surveys. Only 
when agricultural product cost accounting is accurate 
can the basic data for agricultural product cost surveys 
be genuine Agricultural product cost surveys differ from 
agricultural product cost accounting in that survey units 
have strict requirements. They have to insure that the 
collated data 1s representative of the production situa- 
tion nationwide. This 1s to say that data is not collaied on 
all the counties for which accountings are rendered, vut 
that representative counties have to be selected for 
surveys, and only data from representative counties 1s 
collated. 


[Question] Why do agricultural product cost surveys 
select counties to be surveved by agricultural zones’ 


|Answer] This depends on the purpose of the aericultural 
products cost survey. An important purpose of agricul- 
tural product costs surveys 1s to help government depart- 
ments do a better job of macromanaging agriculture. In 
a macro sense, agricultural production is markedly 
regional. The differences in comparative returns from 
farm crops in different areas accurately reflect the 
changes in natural areas. By guiding the development of 
agriculture on the basis of these tendencies, the rational 
use of agricultural resources can be promoted to obtain 
ideal economic returns. For agricultural product cost 
surveys to reflect this feature of agricultural production, 
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it 18 necessary to make sure that there are separate 
agriculture product cost survey counties from cach agri. 
cultural region. Furthermore, each major agricultural 
area is further divided into different sub-areas To reflec! 
the agricultural production situation in the sub-areas. 
each sub-area has to have attendant survey counties 
Therefore, agricultural product cost survey counties laid 
out by agricultural zone can reflect the regional nature of 
agricultural production, insuring the representativeness 
of agricultural product cost data. Laying out sites by 
agricultural zone to distinguish them from other survey 
characteristics helps in the collation and analysis of 
agricultural product cost data by agricultural sub-zone 
group. These data may be used directly to formulate 
agricultural policies and draw up zoning for agricultura! 
departments, to spur the promotion of techniques apph- 
cable to specific places, and to serve in the macrocontro! 
of agriculture. Although the present agricultural prod- 
ucts cost survey plan provides for establishment of 
survey counties by agricultural zone, 300 agricultura) 
product cost survey counties were selected from 3) 
sub-zones of 10 major agricultural regions. However, 
once the survey counties were decided upon, organiza. 
tion and control of the agricultural product cost surveys 
was under the leadership of provinces and counties. This 
helped bring into play the role of administrative leader- 
ship, which helped provinces, autonomous regions, and 
municipalities under direct central government jurisdic. 
tion keep close tabs on the use of agricultural produc: 
cost data, serving local agricultural departments in 
directing agricultural production. 


[Question] What does equidistant sampling mean’ How 
are equidistant sampling methods used in the selection of 
agricultural product cost survey counties’ 


[Answer] Equidistant sampling 1s a sampling method. 
Since |e purpose of sampling is to use a sample to 
represent the whole, the sample must be representative 
of the whole. Equidistant sampling means first arranging 
in a column all the individual uniis ir the whole, and 
then selecting one unit at each alternate equivalent 
distance. The group of uniis thus selected are a sampling 
of the whole. Use of the equidistant sampling method to 
select agricultural product cost survey counties may be 
conducted in the following steps: 


The first step is to collect data. In accordance with the 
“Agricultural Product Cost Survey Plan (Trial), which 
the Ministry of Agriculture approved and forwarded. 
provinces select survey counties from among agricultura! 
sub-zones using the equidistant sampling method 
Therefore, it is neceseary to collect agricultural zoning 
data first. These data have already been mailed by the 
Ministry of Agriculture Main Administration and Con- 
trol Station to each province (or autonomous region and 
central government direct!y administered municipality ) 
Next, the agricultural output value of each mu of cult: 
vated land in each county in the sub-zone has to be 
ranked in accordance with “Plan” requirements. There- 
fore, 1989 agricultural gross output value, and year-end 
cultivated land area data for each county has to be 
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obtained from the Statistical Bureau. After these data are 
received, the agricultural output value per unit of culti- 
vated land in each province is then calculated. Third, 
1989 gross output of grain for each county |as to be 
gathered for use in dividing up distances. Suppose we 
have obtained the following data from a certain sub-zone 
in a certain province: 
































( ownty Agricultural Ovtpet Valee Per Me of Grow Grain 
( altivated Land On pet 

A 649 09 yuan/mu of cultivated land 40,980 tons 

hk 429.67 yuan/mu of cultivated land 140,655 tons 

( 878.06 yuan/mu of cultivated land 408 414 tons 

D M8) 44 yuan/mu of cultivated land 290,815 tons 

E M87 57 yuan/mu of cultivated land 281,380 tons 

F 431 22 yuan/mu of cultivated land 110,980 tons 

G $01 80 yuan/mu of cultivated land 35.120 tons 

H 1,001.79 yuan/mu of cultivated land 91.910 tons 

7 1,094 40 yuan/m» of cultivated land T3245) tons 











The second step is to rank agricultural output value per 


mu from high to low, gross grain output being arranged 
county by county in increasing order. 









































County Agricultural Outpet Value Per Me of wee 
1 Cultivated | and Onetpet 
! 1,094 40 yuan/mu of cultivated land 322,453 tons 
{H} 1,001.71 yuan/mu of cultivated land 414,463 tons 
($54,235) 
c 878 06 yuan/mu of cultivated land 822,777 tons 
A 649 09 yuan/mu of cultivated land 863,757 tons 
G $01 80 yuan/mu of cultivated land 898.877 tons 
(1,108,470) 
{F) 431 22 yuan/mu of cultivated land 1,009,857 tons 
B 429 67 yuan/mu of cultivated land 150,512 toms 
{Ee} 387.57 yuan/mu of cultivated land 1,431,892 tons 
(1,662,705) 
D 387 44 yuan/mu of cultivated land 1,662,707 tons 











The third step is to determine the interval between 
groups, dividing into groups the counties that have been 
ranked. Three counties are to be selected from this 
sub-zone, which means all counties have to be divided 
ito three gioups. Before grouping, it \s necessary to 
calculate the group interval. The accumuiated gross 
output of each county 1s divided by three to get the group 
interval. In this data, the group interval is 554,235. The 
group interval in the aggregate grain output column 1s 
used for the continuous division into groups, the nine 
counties being divided into three groups 


The fourth step is selection of the survey cou ties. First 
the median value of each group has to be calculated for 
the three groups already derived. The median value of 
the first group is 411,388.5, the median value of the 
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second group 1s 986,644 5. and the median value of the 
third group is |,406,609.5. The three counties, H, F, and 
E in which these figures fall arc (the agricultural product 
survey counties for the sampling 


The fifth step 1s to conduct a representative examination 
of the agricultural product cost survey counties selected. 
The examination has two parts. The first is an examina- 
tion of the types of agricultural products, comparing the 
main agricultural crop types in the sub-zone and the 
actual agricultural product types produced in the survey 
county. If the main agricultural product types are the 
same, it may be concluded that the agricultural product 
types are representative. The second is examination of 
the level of production, comparing agricultural output 
value per mu of cultivated land in each county of the 
sub-zone with the output value per mu of cultivated land 
in the sample counties. In the above listing, the weighted 
average figure for te agricultural output value per mu in 
each county of the sub-zone is 645.81 yuan. The average 
weighted figure for agricultural output value per mu in 
the three survey counties selected 1s 649.80 yuan. The 
average figure for the survey counties is 0.6 percent 
higher than the average figure for each of the counties in 
the sub-zone. The difference between the two is 3.99 
yuan. If figured by the weighted average method for 
which the permitted representative error 1s plus or minus 
15.70 yuan, the actual error is 5.61 yuan, which ts far 
smaller than the permitted error. Therefore, the three 
counties selected, H, F, and E, are representative of this 
sub-zone and may be designated survey counties. If the 
actual error 1s larger that the permitted sampling error, 
other samples must be re-selected) When other samples 
are selected, it is not necessary to select counties by 
group median value. Other values may be used, but the 
principle of equidistant sampling must be followed. 


Major Reform To Save Grassland Resources 
HK 1209025090 Beying CHINA DAILY in English 
12 Sep Wpl 


[By staff reporter Wang Dongta] 


[Text] The Government has decided to lease millions of 
hectares of pastureland to herdsmen under long-term 
contracts in a major reform of the decades-old rural land 


policy 


The reform—to be introduced nationally from now—1s 
designed to “save China's vast grassland resources from 
rapid deterioration caused by overgrazing and neglect,” 
CHINA DAILY was told by Li Shoude, deputy chief of 
the Grassland Division under the Ministry of Agricul- 
ture. 


Under the new policy, herdsmen will take over tracts of 
pastureland, under 10 or 15-year contracts with the 
government. The herdsmen will be responsible for the 
use and management of the land and will pay an annual 
rental ranging from 3 yuan to |5 yuan per hectare 
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The herdsmen will have the option of 
and continuing to raise livestock on the land 
as they desire 


However, the reform will be introduced gradually, area 
by area, ond “probably will take more than |0 years to be 
implemented nationwide,” Li said. 


The gradual approach is necessary, because most 
herdamen live a nomadic life and ha 
grazing their livestock anywhere on the 
“which belonged to nobody,” Li explained. it will 
take time for them to accept the new policy.” 


Moreover, local cadres may also find it difficult to break 
the nomadic tradition of herdsmen in their areas, Li 


Bui, said Li, the reform is essential to preserve the 


grasslands which are being increasingly over-exploited 
resulting in a rapid decline in quality, Li said. 


China has been losing about 660,000 hectares of grass- 
land annually in recent years because of desertification 
and over-grazing 


Herdsmen used the grassland to raise animals but paid 
ho attention to the problems 


Under the new system, local governments will charge the 
herdsmen rent accordiag to the grade of the leased 
pastures 


For natural pastures, the annual rental is to be from 3 
yuan to 4.5 yuan (60 to 95 cents) per hectare. For 
cultivated pastures, the annual rental will be from 7 5 
yuan to 15 yuan ($1.6 to $3.2) per hectare. 


The government hopes the change will spur the 
herdsmen to pay more attention to preserving the pas- 
ture under their management. and raise no more animals 
than their land can support. 


Such a system was first experiemented in the Inner 
Mongolia Autonomous in 1985. Since then 53 
millon hectares of Inner pasture have been 
contracted to local herdsmen, accounting for 84.9 per 
cent of the usable grasstand there 


Survey of Rural Households, Land Issues in Anhui 
9OCE0306A Beijing NONGYE JINGJI WENTI 


/PROBLEMS OF AGRICULTURAL ECONOMY] 
in Chinese No 6, 23 Jun 90 pp 41-44 


[Article by Gu Yuan (6253 3293) and Li Jiayi (2521 
1367 0308): “Manage Land Relations at the Appropriate 
Juncture and Promote Stable Agricultural Growth”) 


[Text] The limitations inherent in the small-piot farming 
pattern produced by China's output-related system of 
contracted household responsibility have begun to 
exhaust the impetus that was evident after tne first stage 
of restructuring in land relationships was undertaken. 
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Given that we do not affect the stability of the land 
policy, one of the major issues we must solve as we draft 
current rural policies is how to achieve a more effective 

tron of land resources. Based on data from the 

Rural Household Survey, and on responses to a 
survey of land issues conducted among $00 peasant 
households and | 26 administrative village cadres in 10 
sample counties across Anhui, this article attempts to 
give @ preliminary description and analysis of the basic 
condition of rural land relationships in Anhui and the 
policy system we should adopt 


1, The Basic Condition of Rural Land Relationships 
A Emergence of Equalitanan Small-Plot Farming Pattern 


Anhui has been the staging platform for nationwide rural 
reform. Quite early on we initiated a provincewide 
oulput-re. ated system of contracted household responss- 
bility focused on large-scale projects. This was 
essentially in place in the villages sampled by the end of 
1981. Contracting to complete large-scale projects is one 
of the purest forms of output-related household con- 
tracting and signifies that a new form of land relation. 
ship has been established. Given the limited, undivers:- 
fied means of rural livelihood available and the need to 
satisfy peasants’ most basic living requirements at that 
time, the survey shows that 90 percent of the sample 
villages had divided the land evenly according to popu- 
lation figures, including adults and children alike The 
remaining 10 percent had divided the land evenly after 
ton 


considering populat and labor factors. As for 
methods of land grouping, 84.1 percent of the villages 
sampled divided the land in even proportions of fertile 


land, fair land, and poor land Consequently, the pattern 
of land management that came into being was one of 
small ributed plots, on which the household 
was the responsible unit, and everyone had a similar 
quantity and quality of contracted land. In 1984 central 
government Circular No | established regulations gov- 
erning land contracts longer than 15 years and confirmed 
the validity of the land management pattern already in 
place To date, the rural land management pattern stil! 
has not significantly. According to a 1988 
survey of 3,100 peasant households in 31 counties prov- 
incewide, households with the highest percentage of 
labor power available contracted only 0 | mu more land 
per capita than the province average Similarly, house- 
holds with the lowest percentage of labor power availabic 
contracted only 0.1 mu less land per capita than the 
province average. As we can see, the land/population 
ratio is essentially identical for all peasant households. 
The basic situation 1s as follows: Households average 5.2 
people, of which 3.36 people work full or part time and 
farm 8.31 mu of arable land. As for fixed assets per 100 
households, in the transport category there are six smal! 
or hand-operated tractors, 45 rubber-tired handcarts. 
one rubber-tired cart, and two motorboats, in the irriga- 
tion category there are three water pumps and one 
complete irngation and drainage pump, and in the 
threshing category there are two threshers. A low level of 


i 
: 
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mechanization is still quite characteristic of agricultural 
produciion. However, there are noticeable differences 
between peasant households in terms of production 
capabilities. In 1988 households earning per capita net 
incomes over | 000 yuan accounted for two percent of all 
households, and in these households the per capita 
start-up value of fixed assets used in production was 
twice that of households having a net per capita income 
of less than 200 yuan per year. 


i. for -Phot 
: Mechanisms for Preserving Equalitarian Small 


This strict correspondence between population and land 
area in land management is preserved by climinating the 
effects of various changing factors. The changing factors 
are primarily the natural increase and decrease in popu- 
lation, population migration, and the commandeering of 
land originally under contract. The preservation mecha- 
nism is manifested in two ways First, the collective 
economic organizations in the project area uphold the 
principle of equal o— second, the contracting house- 
holds tenaciously their land-use rights 


That the collective economic organizations in the project 
area uphold the principle of equal sharing is demon. 
strated in their exercise of land regulation rights 
According to the survey of 126 villages in 19 Anhui 
counties, 77 percent of the villages have readjusted land 
distribution since unit contracting to complete large- 
scale projects was put into effect, and the a village 
has done so 3.5 times. The survey included the following 
major points: |) A survey of population changes, 
including additions to contract land due to population 
growth following births to newlyweds in conformance 
with family planning quotas, increases in contract land 
due to the arrival of new daughters-in-law, and the 
subtraction of contract land due to deaths. daughters 
leaving home, children leaving for college. and house- 
hold occupational shifts to nonagricultural pursuits 
These actions correct vanously caused departures from 
the principle of equal land distribution. 2) Amaigam- 
ation of land parcels to resolve the problem of scattered 
land holdings. Obviously, the collective economic orga- 
nizations rely on strong administrative measures to 
effectively preserve the essential stability of land rela- 
tionships. 


That contracting households tenaciously defend their 
land-use mghts is demonstrated in the fact that, in 
practice, land contract transfers and subleasing have 
been a very limited. In the survey of 500 peasant 
households, nearly $0 percent of the sample households 
no longer looked upon farming as the primary source of 
family income, but regarded it as a basic security to 
provide for their well-being or to fall back upon if the 
need arises. The preeminent status of land in peasant 
production and business is eroding. Nevertheless. peas- 
ants are willing to do extensive cultivation on their land. 
but they are not willing to lose it. Nearly 70 percent of 
the peasants surveyed indicated that, even though most 
of their income already comes from nonagricultural 
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industry, they are not nen up their land in any 
fashion Sixteen percent of t surveyed said they were 
indifferent to the question, and only 15 percent indi- 
cated that they were willing to give up their land. The 
primary reasons that peasants are unwilling to abandon 
their land are as follows. |) Development in nonagricul- 
tural industry is unstable and land is the most basic 
security or recourse for peasant livelihood. 2) They are 
afraid policies may change suddenly and they may not be 
able to recover transferred land. 3) If prices of agricul- 
tural goods skyrocket, they are prepared to renew their 
efforts at farming. 4) Urban and rural lifestyles are 
separate, and there is no effective security for peasants 
who go into the cities to pursue their livelihoods. Con- 
sequently, readjusting the rural industrial mia cannot 
bring with it a suitable degree of land concentration. 


Although an extremely limited amount of land has been 
transferred, such transfers have indeed happened al! 
over the country, and they have occurred in many forms. 
From a typical survey of Fuyang Prefecture we can see 
that land transfers can be divided essentially into two 
categories. The first occurs when a household divides but 
the land is not divided between them, so that a single 
large family amalgamates its land holdings in a suitable 
fashion. The second occurs when possession is trans 
ferred between peasant households in return for compen- 
sation. But. no matter which form is followed, preserva- 
tion of the original contracting household's land use 


rights 1s a@ precondition 


Ill. The Limitations and External Contributing Factors 
Affecting This Fqualitarian Small-Plot Farming Pattern 


If we say that when we began contracting to complete 
large-scale projects the positive response of the peasantry 
to acquiring land-use mghts further concealed the limi- 
tations inherent in farming small, evenly distnbuted 
plots of land, we must also say that these limitations 
have grown more and more obvious as rural economic 
development has intensified First and foremost, there is 
the low efficiency of natural resource disposition. The 
principle of equalitanan distribution ignores the objec- 
tive existence of disparities between peasant households 
in labor power. funding. technology, and farming ability, 
destroying the optimum combination of production fac- 
tors An analysis of a 1988 residence survey reveals that 
as many as 57.7 percent of current peasant households in 
Anhui have no capacity for extended reproduction. 
Distributing these peasant houscholds’ land resources 1s 
a low-efficiency process. Second, the prospect of farming 
small plots of land does not attract households to long- 
term investment, nor does it benefit capital construction 
on farmland or help to improve the agricultural produc- 
tion environment. Rather, it leads quite casily to a 
degeneration of farming functions. The survey of 500 
peasant houscholds revealed that 60 percent indicated 
an unwillingness to invest much in the land because land 
holdings were too smal! and dispersed. Since | 985 pur- 
chases of production-related fixed assets by peasant 
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households in Anhui has declined steadil hy 
lion of production investment, ne 13.5 per 
cent in 1985 to 8.6 percent in | In 1989 we have 
even seen a decline in the absolute volume of expends 
tures. Finally, as households split up, there has been a 

to divide land even into tiny bite and 
pieces detracts from suitable aggregation of the 
land and leads peasants to revert to small-scale, self. 
sufficient commodity production In 1988 the 
commodity ratio was 35.4 percent—only three per. 
centage points higher than it was in 1985 


The collective economic organizations’ dual abandon. 
ment of land management and service functions is the 
chief external factor that has placed limiiations on this 
patiern of equalitanan, small-plot farming During the 
early stages of rural reform, when we were seeking to 
keep what was useful and abandon what was not in the 
old collective economic of large-scale projects 
with a high degree of , hot only were 


collective economic ions to transform 
oad coumaah To 6 Cally Ceaitan, Gel Gi @> tentem 


means of production previously owned collectively were 
converted to money and distributed among the peasants 
The collective economic organizations were then unable 
to take responsibility for social service functions, and 
various conflicts that individual families and households 
had no means of resolving grew worse and worse Al ‘he 
same time, the collective economic izations essen. 
tially abandoned their indispensable management 
functions 


The deteriorating environment for agricultural industry 
and the renewed widening in the price scissors between 
indusinal and agricultural goods has exacerbated the 
contradictions inherent in the equalitanan small-plot 
farming pattern and made them more apparent 


IV. A Basic Assessment of Existing Land Relationships 


In general, existing land relationships still conform to the 
current state of rural productivity and the current level 
of peasant ideology This can be demonstrated from the 
following facts: Agricultural production is still the pr. 
mary source of peasant income In | 988 gross income 
from still constituted as much as 85 | percent 
of all income from household-run operations, and 63 
percent of this was produced by cultivation Although 
there had been some growth in secondary and tertiary 
industries, their share of gross income was both small 
and extremely unstable. and their to accommo- 
date labor power was very limited. organic compo- 
nent of agriculture! production in most peasant house- 
holds declined and they were unable to handle the 
requirements of large-scale production The option of 
relying on township and town collective economic orga- 
nizations to handle the large volume of social services 
also no longer existed Moreover. the vast majority of 
peasants and village cadres unanimously demanded a 
stable land contracting policy and opposed major adjust. 
ments. Consequently, the task that lies before us 6 to 


land relationships and promoting sustained. stable 
growth in agricultural production 


Vv. The Means, and ( ontents of 
Principles, Policy 


Presently, theoreticians are propoting many policies and 
making Many suggestions on how to overcome the lim. 
Hations inherent in the equalitanan, 

patiern and improve land productivity 


as well as other external limiting factors, restrict 
increases in land productivity so that we can only attain 
it to a limited degree Our present land policy must seek 
the optimum practical point to drive a wedge between 
these two factors 


2. Selecting the Means of Land Policy Regulation 
The means of 


von we envisage can be described as 





i 


First, it 1s clearly stipulated in China’ 
ment Law” that “According to law, collectively 


eration and facilitate management At the same 
village organizations are the most basic political units in 
China. and they have accumulated organizational lead 
ership capabilities over a long penod of ume 











active intervention in the form of direct administrative 
methods Another reason for direct administrative inter. 
vention is that China's “Land Management Law’ clearly 
stipulates that “a collective or individual contracting to 

has a duty to safeguard and make prudent use 
of the land in conformity with contract regulations © 
This provides a legal standard for utilizing adminisira 

Measures to institute direct management 





trons current at that time This led to a situation in which 
the preexisting land relationships remained unclear and 
Prerequisite and crucial to driving an 


tive rights and duties of project initiators and contrac. 
tors toward the land. and obtain their legal approval of 
these reepective nights and duties and the way they arc 
exercised Bul to ensure thai land relationships develop 


the township or village collective Thus, they were 
unwilling to inake long-term investments in the land 
Thes makes destructive farming and imprudent land use 
virtually unavoidable Among the $00 peasant house. 
holds surveyed, 286 now farm less land than they did 
when the contract period began The two chief reasons. 
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in order, are family division and home building of the 
land ( ollective eoonomin sone have essentially 
adopted a laisees faire attitude about this Out of the 126 
villages surveyed, 52 4 percent had no rome what 
soever prohibiting entire families from ing cul 
tivation and relocating to small cities and towns 15 5 
percent said that so long as the land was not allowed to 
yey it was Hot necessary for village to take 
the land. and only & 9 percent indicated that in such 
cases the village musi recover all the land As for the 
issue of automatic contract extensions on contract land. 
42) percent of these villages indicated thal they are 
allowed, 21 & percent had no regulations governing thie 
point, and W \ percent indicated that automaty exten. 
trons are not allowed Thus. the sources of detenoration 
and chaos in land management are obvious Afier we 
further clarify land relations, we must first establish a 
uniform. relatively detailed land management policy 
based thereon and enhance the management functions 
of village-level collective economic organizations Right 
how rural collective coonomic organizations are incor. 
porated into administrative organs Their central task is 
to Fulfill assigned grain procurement quotas and family 
planning goals and to collect collective withholdings 
Therefore we should break up and rebuild these collec. 
tive economic organizations After so doing. their main 
function should be land management and they should 
tinive to develop the collective economy and establish a 
social service system for rural production and farming 


4 How To Raise Land Productivity Under the Existing 
Pattern of Land Relationships 


First, we must devote our efforts to establishing an 
effective land compensation mechanim In accordance 
with the specific circumstances that pertain. each locale 
should at the carhest posible time launch a land assess. 
ment and grading project and establish a land archive 
based on the village unit This archive should set up an 
account for each household. conduct a comprehensive 
survey of land quality at regular intervals, and, in con- 
formity with contract provisions. increase rewards and 
decrease penalties to encourage the peasantry to invest in 
land Simultaneously investing in environmental 
improvements in the land may inspire peasants to 
inerease their own inputs in land. The survey of 500 
peasant households revealed that nght now peasants are 
interested in purchasing improved vanetics of crops and 
enhancing agricultural technology. using more organic 
fertuhzers and safeguarding land fertility. and investing 
in field water conservancy systems and augmenting 
drainage and irrigation capacity The latter two catego- 
nes constitute compensation behavior Consequently. in 
the future the vanous levels of government must con- 
tinue to offer peasants land compensation to create a 
good external environment Second. our land policy 
should work to facilitate land transference and appro- 
priate economics of scale in farming Through land 
transference we can achieve a more reasonable align- 
ment of the key factors in land productivity We feel that 
the land transference patiern includes not only contract 
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transfers and pssession transfers, bul also close coords. 
nation between peasant households, a centralized supply 
of social services, and the merger of dispersed properties 
We cannot rely entirely upon peasants to spontaneously 
establish a land transference mechanism Expenence 
proves that this process will be extremely slow Active 
intervention in land policy must play the follow: 

First, it must support and promote land t oo 
between peasant Reusshetts; sscead, & must adjust lend 


ore: 
hizations may compel peasant families who do not desire 


to pursue long-term farming or who have no time to farm 
to return all or part of their to the village, which will 
then re-contract it. Only in this way can land policy 


effectively safeguard the actions of the land transference 
mechanism 


ways of developing economies of scale in 
tracts of arable land and centralizing cultivation, 


irmgation, harvesting, fertilizer supply. and disease and 
pest prevention”. and “Aiding mid-level peasants and 
preferential pol- 


ilizers at par.” In 


Eeeunten outiiio cietvve tanta, Goveliipenenst 
"stan tat of land that peasants are loathe to 
and previously contracted fields that villages have 
reclaimed, and thus play a role in setting an example and 
accumulating experience 


| ee Works of Marx and Enge's, vol. 23, 
p. 80 


Gansu Levies Taxes on Stock Raising 


HK 1309072790 Lanzhou Gansu Provincial Service 
in Mandarin 2300 GMT 11 Sep 90 


[Excerpts] The provincial government has promulgated 
some provisional regulations for the levying of taxes on 
stock raising. 


According to the regulations, units and individuals 
engaged in the raising of the five kinds of livestock— 
cattle, horse, camel, sheep, and goat—as sideline produc- 
tion in pastoral areas, farming areas. and semipastora! 
and semifarming areas of our province should pay taxes 
on profits from their stock raising. [passage omitted] A 
1.5 to 2.5 yuan tax is assessed to cach head of draught 
animal such as cattle, horse, and camel: and 0.5 to | yuan 
to each head of sheep and goat. [passage omitted) Tax 
reductions or tax exemptions can be granted. in the light 
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of actual conditons, to tax payers in case they suffer 
livestock losses due to natural disasters. Tax payers who 
cannot maintain basic living standards may apply for 
reduction or exemption from taxes on their livestock 
from the departments concerned at the county and 
township levels. A charge of an additional 0.5 percent of 
tax payment is made to tax payers who fail to pay their 
taxes on time. A fine of less than 500 percent of tax 


payment is imposed on all tax dodgers. 


Cuangdong Produces More Sugar 
OW 1209043790 Reying XINHUA in English 0150 GMT 
12 Sep 90 


[Text] Guangzhou, September 12 (XINHUA)— 

Guangdong Province in south China turned out 1.655 
million tons of cane sugar in the 1989-90 pressing 
season, accounting for more than 30 percent of the 
country's total 


An official of the provincial bureau of light industry 
attributed the good result to ihe adoption of advanced 
technology and equipment over the past decade 


According to the official, Guangdong has 114 sugar 
refineries with a daily output of | 56,400 tons of sugar in 
different vaneties and its annual sugar output ranks first 
in the country 


Chen Huiguang Speaks at Guangxi Meeting on 
Droughts 


HK1109144190 Nanning Guangxi Regional Service 
in Mandarin 1030 GMT 10 Sep 90 


{Excerpts} The regional party committee and government 
this afternoon held a meeting on the work of ting 
droughts and listened to a briefing given by Wang Rong- 
then, vice chairman of the regional people's government, on 
the work of combating drought across the region. 


Regional party committee Secretary Chen Huiguang and 


regional people's government Chairman Cheng Keyie 
addressed the meeting. 


Vice Chairman Wang Rongzhen pointed out in her briefing: 
Since August. the temperature has remained high and it has 
been very dry in our region. As a result, the drought has 
become increasingly serious. So far, 19,794 ponds and rivers 
have dred up, streams of water in 4,890 nvers have broken, 
16.9179 [as received] mu of farmland have been hit by the 
drought, accounting for 56.29 percent of the total sown area 
in the second half of the year, and |.4 million people and 
more than 600,000 heads of draught animals are short of 
water In the face of such a situation, leaders and cadres at 
different levels of the region have been to the forefront of 
combating drought, organizing the masses to combat 
drought to keep a full stand of seedlings. At present the 
reg’ »n throws in 7.23 million cadres and the masses a day 
for ighting drought, with a total of 83,600 sets of pumps 
and 4.43 million tools. The amount of money for combating 
drought allotted by departments concerned at different 
levels has reached 30.65 million yuan, including 7 million 
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yuan from the regional treasury. Meanwhile, the region has 
allocated 19,000 tonnes of diesel and given priority to the 
use of electricity for combating drought in rural areas. Afier 
a month of fighting, the region has successfully kept a full 
stand of seedlings in 4.2 million mu of farmland. Vice 
Chairman Wang Rongzhen also pointed out that the 
drought situation across the region is still worsening, but we 
should strengthen our confidence in striving for harvests by 


combating drought. [passage omitted] 


Regional party committee Secretary Chen Huiguang and 
Chairman Cheng Kejie stressed in their speeches: It is 
necessary to increase confidence in combating drought, 
be full of vigor, cherish the idea of waging protracted 
struggle against disasters for harvests, and carry the 
combat against drought through to the end. Leadership 
organizations at different levels should strengthen lead- 
ership over the fight against drought and concentrate 
manpower, materials, and financial resources on the 
fight. All trades and professions should carry out (heir 
work around the task of combating drought and give 
their vigorous support to the task of combating drought 
in rural areas. [passage omitted] 


Hebei Purchases High Volume of Summer Grain 


SK 1209101990 Shijiazhuang HEBEI RIBAO in Chinese 
11 Aug 90 pl 


[Summary] Hebe: Province has purchased more summer 
grain this year. By 30 July, the province put 1.31 billion 
kg of wheat into storage, which was bought by hor oring 
the fixed-quota purchase contracts signed with pea ants. 
The wheat accounted for 100.8 percent in tho total 
volume of fixed-quota purchase contracts. The prov- 
ince’s 14 prefectures and cities which have signed the 
fixed-quota sale contracts with the state have fulfilled or 
overfulfilled their task in this regard. Of the stored 
wheat, that purchased at a fixed price instead of at a 
negotiated price has reached 255 million kg, which 
accounts for 101.9 percent in the purchase plan in this 
regard. There are 38 households across the province, 
each of which has sold more than 10,000 jin of grain to 
the state, and whose total volume of grain handed over to 
the state has reached 505,000 kg. 


Qinghai Works To Improve Animal Husbandry 


OW 1609192590 Beying XIN'IUA in English 1855 GMT 
16 Sep 90 


[Text] Xining, September |6 (XINHUA)—Total head of 
livestock of northwest China's Qinghai Province 
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increased by 1.54 million in the first eight months this 
year over the same period of last year 


About 5.5 million head of young animals survived in the 
first eight months, an increase of 12.38 percent from a 
year earlier. 


Qinghai is one of the main pastoral areas of China. More 
than | 1.4 million head of livestock died of the frequent 
snow storms since 1979. Deteriation of pasture land and 
poor management of the grassland also hindered further 
development of animal husbandry. 


Toe this situation, Qinghai provincial government 
has im ted the contract responsiblity system in 
1984, which has greatly spurred herdsmen’s enthusiasm 
in protection and the construction of pasture land 


This year, the provincial government allotted 20 million 
yuan (about 4 million US. dollars) in grassland construc- 
tion, nearly three times more than the figure for 1985. 


Herdsmen’s investment also amounted to 40 million 
yuan (about 8 million U.S. dollars) from the 3.6 million 
yuan in 1985. 


These efforts have brought great changes in the produc- 
tive conditions of the animal husbandry in Qinghai 
Province. 


Wang Enke, director of the provincial animal husbandry 
bureau, said that so far about 333,000 hectares natural 
grassland have been fenced up, and about 180,000 hectares 
deteriorated grassland were improved. In addition, man- 
planted and aerially-planted pasture land reached | 33,000 
hectares and 20,0000 hectares respectively 


Areas haunted by mice and various pests have been 
reduced to the current 3.81 million hectares and 200,000 
hectares from the original 5.4 million hectares and one 
million hectares in the 1960s, according to the director 


Meanwhile, 15 prefectures and counties have set up 
fodder centers which can store 250 million kilograms of 
hay annually to tide over natural disasters. 


In addition to the above changes, |7 animal husbandry 
associations have also been set up since last February. 
These associations are mainly inviting skilled techni- 
cians who will offer various services for herdsmen in 
their productive activities. 
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National Defense Education Viewed as Strategic Task 


VOC MOI19A Chengdu SICHUAN RIBAO in Chinese 
& Jul 90 p 2 


Article by Yang Rudai (2799 3067 1486), secretary, 
ichuan Provincial CPC Committee: “Ruling Party 
Must Make National Defense Education an Important 
Strategic Task") 


{Text} Ever since the 13th Party Central Committee 
issued a call to the whole party and all the people 
throughout the country to “intensify national defense 
education to improve the people's conecyt of national 
defense,” and particularly since Comrade Jiang Zemin 
reiterated in a “speech commemorating the 40th anni- 
versary of the founding of the People’s Republic of 
China” “serious attention to and intensification of 
national defense education to improve all citizens’ 
national defense awareness,” thanks to the common 
efforts of people of all nationalities throughout the 
country, national defense education, that important inte- 
gral part of all citizens’ ideological and political educa- 
tion, has begun to flourish on the good earth of the 
republic, and the outlook is encouraging. Our country is 
currently facing an intricate and complex international 
and domestic situation, and is confronting serious chal- 
lenges. What new contributions can be made that are 
able to meet the needs of the changed circumstances to 
lay a good ideological foundation for protecting the 
motherland and consolidating national defense, for 
invigorating national spirit, and for strengthening 
national cohesiveness? | beleve one important thing is 
that the ruling party must increase understanding of 
national defense education, consciously making national 
defense education an important strategic task that is 
constantly and untiringly given attention. 


The Ruling Party Must Make National Defense 
Education an Important Strategic Task 


The Communist Party of China is the vanguard of the 
proletariat, and it 1s a true representative of the interests 
of Chinese people of all nationalities. The party, which 
became the ruling party after leading the people of the 
whole country in seizing power, should make national 
defense education an important strategic task. Basically, 
the party's proletarian nature and the historical mission 
it carnes require this. 


| Intensification of National Defense Education Is a 
Basic Requirement for the Ruling Party's Consolidation 
of Power 


Marxist theory of the state maintains that the funda- 
mental issue in revolution 1s political power. Our party 
led the people in a nearly 30-year-long bloody struggle to 
establish a people's democratic regime under leadership 
of the working class and founded on the alliance of the 
workers and peasants. This regime is both the lifeblood 
of national independence and imitiative, the prosperity 
of the nation and the well-being of the people, and it 1s 
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also the fundamental guarantee for the country’s 
socialist modernization and tts transition to commu- 
nism Consolidation of power cannot be accomplished 
without the broad masses of the people acting as a 
backup force and without the full confidence and reso- 
lute support of the mass of people The masses are the 
source of strength for our party and regime. Strength. 
ening of national defense education is an important way 
to mobilize the broad masses of people to act with one 
heart and one mind to protect the state power of the 
people's democratic dictatorship, to support national 
defense, and to safeguard the nation This is the way to 
increase national defense awareness and heighten the 
people's political consciousness about protecting the 
socialist republic and protecting the people's political 
power for the shaping of a centripetal force, a cohes,ve- 
ness, and a combat capability for consolidation of the 
people's political power During the historical stage of 
socialism, in particular, the infiltration of international 
anticommunist and antisocialist forces, subversion and 
even armed aggression, and the resistance of domestic 
antagonistic forces are the main factors that always 
threaten the people's political power If problems in 
these two regards are not solved well, there is no use 
talking about the survival and development of the 
country and the race. Vigorous strengthening of all the 
people's national defense education can make the cit- 
zens fully realize that, without a people's army, the 
people have nothing, thereby establishing a powerful 
awareness about being concerned for national defense. 
support for national de ense, and the building of 
national defense This can ensure peacetime national 
readiness of large and supenor reserve forces for the 
formation of a deterrent force. Should war break out, it 
would be possible to mobilize sufficient troops swiftly to 
g0 to the front lines to ensure victory in war. It would 
cause the people to maintain a high degree of vigilance 
and increase zeal for defending national sovereignty, 
territorial integrity, and defense against foreign aggres- 
sion and subversion. for prompt identification and 
foiling of the infiltration of domestic and foreign protag- 
onists, and subversion plots. lt would enable the state to 
rely on powerful national defense to strengthen state 
public security and People’s Armed Police machinery, to 
attack all criminal elements and hostile forces seeking to 
overthrow the people's democratic regime. and to safe- 
guard the normal order and tranquillity of society 
Several thousand years of class struggle show that if a 
country's citizens lack a strong national defense concept, 
and if national defense strength 1s seen to be weak, this 
will lead to bullying, humiliation, and aggression by 
foreign enemies. One important reason that China suf- 
fered the aggression of foreign cnemies many times 
following the Opium War was the decline of its national 
strength, the citizens’ hazy national defense awareness. 
weak national defense capabilities. and little deterrent 
strength. Following the birth of New China, even though 
internal antagonists sought to cause trouble using every 
means possible, and external antagonists glared at China 
like tigers eyeing their prey, not one of them was able to 
shake the people's political power This was because not 
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only was China far stronger than it had been, but 
extremely important reasons were the increased national 
defense consciousness of all the people, stronger national 
defense capabilities, and increased deterrent strength. 
We must bear this principle firmly in mind. 


) Intensification of National Defense Education Is a 
Necessary Requirement for the Ruling Party's Develop- 
ment of Soctal Productivity 


in order to solidify national defense, protect socialist 
modernization and the people's peaceful livelihood, the 
country usually uses its most advanced productivity for 
the building of national defense, concentrates a large 
amount of outstanding talent in national defense under- 
takings. and applies results obtained from the most 
sophisticated science and technology to national defense 
first. This places the building of national defense on the 
leading edge of advanced productivity. In addition, 
national defense knowledge is a body of substantive 
information that covers all fields of learning, that solid- 
ifies the newest achievements in modern science and 
technology, and that foretells or represents the outlook 
for or direction of the development of productivity 
Study. mastery, and applicetion of national defense 
knowledge and national defense science and technology 
can both widen the knowledge of the citizenry and 
develop information resources, and it can also improve 
the working, management, and administrative skills of 
workers. Thus, it can rapidly propel the transfer of 
advanced productivity in the building of national 
defense into other economic sectors, thereby raising the 
scientific level of the entire nation and people. 1, addi- 
lion, workers are the most active and n ost vigorous 
factor in productivity, and the only one thot possesses a 
dynamic role National defense education employs 
Marxist national defense concepts as its guide to teach 
the citizens to understand the external and internal 
factors closely related to the security of the country, to 
see clearly the relationship between individual interests 
and the national interest, to understand their own 
responsibility and obligations for the country's security, 
and to increase willingness to participate in building the 
country and in protecting the country’s security inter- 
ests. This enables laborers to stand at the heights of the 
country’s survival or demise, and the nation’s rise or 
decline, w understand the necessity for national con- 
struction, © od to make the most of enthusiasm for labor, 
thereby promoting a steady rise in the labor productivity 
rate and giving powerful impetus to the development of 
productivity. In places such as the Liangshan-Yi Auton- 
omous Prefecture in Sichuan Province, for example. 
while the broad ranks of militia conducted “use of labor 
to support the military,” and did a good job of militar 


training and performing military duties in the course of 
national defense education, they also actively launched a 
campaign to help the needy become prosperous, drew up 
plans. spread science and technology, trained talented 
people. and provided multiple services, thereby helping 
change the prefecture’s production and economic situa- 
tron to promote the development of rural productivity 
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\ Intensification of National Defense Education Is an 
! Way for the Ruling Party To Build Socialist 
Splrieeat Civilieation 


The fundamental task in the building of socialist spin. 
tual civilization is to train up new “four haves” per: 
sonnel to improve the ideological and ethical quality and 
the scientific and cultural quality of the whole nation 
Realization of this fundamental task requires thorough 
and painstaking ideological and political work, and con- 
ducting all kinds of educational and beneficial cam- 

paigns. Moreover, the special substance and function of 

national defense education in the building of socialist 
spiritual civilization i that no other education can 
substitute for its role. In a scientifically complete sense. 
national defense education is a process that employs 
certain concepts of warfare, concepts of national secu- 
rity, and national defense knowledge as primary ingre- 
dients, and that uses patriotism as its nucleus to produce 
an ideological effect on the entire citizenry Applied to 
China, this means that the patriotic spirit and the 
national cohesiveness shaped through protection of the 
country by the broad masses of the citizens, the concept 
of sharing weal and woe in which suffering is honorable 
that was shaped in battles to oppose foreign enemy 
aggression, the do-or-die concepts of arduous struggle. 
advancing wave upon wave, and not fearing sacrifice. 
and the love and hate concepts of fervent love for the 
motherland, fervent love for the people, and loathing of 
cowardice, capitulation, and betrayal of the country are 
spiritual forces that have always encouraged the citi. 
zenry to exert themselves to forge ahead. In particular, 
the Long March spirit, the Yanan spirit, and the Le: Feng 
spirit, shaped in the process of the Communist Party of 
China leading the Chinese people in carrying out revo- 
lution and construction, are an even greater precious 
spiritual wealth of the Chinese people. Use of this rich 
substance to educate the people not only holds fresh 
historical continuity, imagery, vividness. typicalness. 
profundity. and mass character, but it can also generate 
a powerful attractiveness and infectiousness, becoming 
transformed into a powerful spiritual force Thus, it can 
stir people's sense of national self-esteem, sense of 
honor, and sense of pride. and can foster a fine social 
atmosphere and nationa! morality of respect for disci. 
pline and obedience to the law, mutual cooperation, and 
exertion to move ahead, and it can mobilize and unite 
people of all nationalities throughout the country to 
struggle in common for the cause of socialist moderniza- 
tion. Therefore, we must make national defense educa- 
tion an important way in which to propagate the revo- 
lutionary tradition and patnoiusm, to criticize racial 
nihilism and national nihilism, and to carry out the 
building of socialist spiritual civilization 


ae ge Se 2 ee Ae Net 
Embody the Characteristics of the Era 


The dominant theme of the modern world 1s peace and 
development. The overall trend in the current interna. 
tional situation is from tension to relaxation, and from 
opposition to dialogue But the world is not peaceful 
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The of all nationalities in China won a great 
historical victory in the soul-stirring political struggle 
and grim test of 1989, marked achievements have been 
made in improving the economic environment and 
restructuring the economic order and in the deepening of 
reform, a new upturn has occurred on the ideological and 
political front, and the overall situation is stable Never- 
theless, elements of instability continue to exist, so 
maintenance of stability remains a prime task today 
Therefore, when we conduct national defense education, 
ii must embody the features of the times, and the new 
substance of changes in the situation. It must reflect our 
party's thinking and position on these important prob- 
lems, a high degree of political and ideological unity with 
the party being maintained. 


| National Defense Education Should Fully Embody Our 
Party's Strategic Thinking About Opposition to the 
“Peaceful Evolution” of Western Opposition Forces 


International anticommunist forces have always made the 
subversion of socialist countries their own basic stra 
They alternately armed intervention and " 
evolution.” Since 1989, because of the onslaught of 
“peaceful evolution,” social upheaval and a deterioration 
of political power have occurred in some socialist coun- 
tres. Today, international reactionary forces regard China 
as the main target of “peaceful evolution” in exerting 
pressure against it, One of the main tactics that Western 
antagonistic forces employ in “peaceful evolution” is the 
infiltration of bourgeots ideology. setting the propaganda 
machine in motion, disseminating bourgeois political and 
economic forms and value concepts, as well as decadent 
ways of life They spread a doctrine of socialist crisis and 
defeat, and they incite dissatisfaction and feelings of 
antipathy against socialism and communism The essence 
of this technique is to wage psychological warfare in an 
effort to sap morale, win over people, and foster bourgeois 
successors for the ultimate subversion of the leaders of the 
Communist Party and change of the socialist system. The 
“peaceful evolution” strategy of Western antagonistic 
forces has already succeeded in some socialist countries. 
thus showing the real danger and seriousness of this 
strategy Thus, in the course of national defense education. 
we must thoroughly indoctrinate against “peaceful educa- 
tion.” so that. while strengthening their national defense 
concepts, all of the people will profoundly understand the 
long-term nature, the complexity, and the arduousness of 
“peaceful evolution,” will maintain a high degree of vigi- 
lance, and will remain firm in their socialist convictions. 
This is the way to shape a “spiritual national defense” of 
opposition to “peaceful evolution,” resistance to the infil- 
tration of bourgeors ideology. indomitable fighting will, 
dedication heart and soul to the cause, and fighting to 
build the “four modernizations.” 


2 National Defense Education Should Fully Embody Our 
Party's Policy Maintenance of National Polit- 
ical, Economic, and Stability 


National political, economic, and social stability are prereq- 
uisites for progress in all of the country's undertakings 


JPRS AR-90.072 
25 September 1990 


Without stability, nothing will succeed As Comrade Deng 
Xiaoping said, “OF all China's problems, the one that takes 
precedence over all others is — Without a stable 
environment, everything will fail, and t ne already won 
will be lost.” Furthermore, we musi realize that, because 
class struggle exists within certain limits, this struggle is 
manifested in a concentrated way in the opposition and 
struggle between bourgeors liberalization and the four basi 
-_—+- An extremely small number of people who stub. 

ly persist in bourgeois liberalization are bidin ben 
time, hoping to use certain bureaucratic and corr, , 
tions existing between the party and state workers. | , 
in work performance, and difficulties in the bul of 
socialiom and reform to incite trouble and create disorder in 
an attempt to seize power during the tumult. Since the 
occurrence of some new contradictions has been unavoid. 
able in the process of solving some old contradictions 
th improvement of the economic environment and 
rectification of the economic order, and since there are 
certain things in the social order and the social atmosphere 
that are not entirely to people's liking, the task of main. 
taining the country’s political, economic, and social stability 
isan extremely daunting one National defense education is 
an important aspect of the party's ideological and political 
work and, in the final analysis, it is also an important task 
that should be shouldered unflinchingly by those who per 
form ideological work to safeguard social stability Conse. 
quently, we must make full use of the function of national 
defense education so that people form an unswerving 
socialist standpoint, conviction, and feeling to increase their 
immunity so that they will consciously oppose the influence 
of bourgeors liberalization and maintain the country’s polit. 
ical stability We must enable the broad masses of staff 
members and workers to consider issues from the heights of 
the national interest and the interest of the people, share the 
cares and burdens of the nation, correctly handle the gap 
existing in the distribution of benefits and successes and 
failure in the readjustment of benefits, and correctly handle 
interest relationships among the state, collectives, and ind). 
viduals. We must enable them to be of one heart and one 
mind, take the overall situation into account, struggle ardu- 
ously, and go through trials together to advance the stable 
development of the country’s economy We must imbue 
people with greater consciousness, observance of discipline 
and respect for the law, willingness to struggle against wrong 
tendencies and the bad deeds of bad people, so that they not 
only possess strong convictions about maintenance of 
national unity, the unity of all nationalities, and the preser- 
vation of social stability in the realm of social stability and 
the development of endesvors, but also so they tnumph 
over difficulties, unflinchiagly safeguard social stability. 
and have a firm conviction about pursuing development 
through stability Curing temporary hardships in national 
development 


\ National Defense Education Should Fully Embody the 
Requirement for Bolstering Overall National Strength So 
a ee a 
wareness 


Overall national strength is an overall indicator of a 
country’s overall power and its position in the worlu 
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Driven by the overall national sirength contest between 
one country and another following World War Il, the 
world changed from a f to a multipolar political 
and economic patiern, With a relative decline in the 
power of the United States and the USSR. the power 
positions of West Germany and Japan increased tremen- 
dously, As a result of 40 years of the building of 
socialism, China's overall national power has gone 
weakness to strength, attracting the attention of the 
world. Even though very many factors figure in a coun- 
try's overall national strength, the most important ones 
are economic strength and scientific and technical 
strength, including military strength, and the national 
defense awareness of all the citizenry How well socialist 
China fares in the overall national power cor cs has a 
direct bearing on how well the superiority of socialis n is 
displayed, and on the country's international image, 
reputation, and attraction. If we are to nd ourselves of 
backwardness so we are not looked down upon and 
bullied, we must increase our overall national strength 
with all possible speed Specifically, this means adher. 
ence to the party's basic line, using the building of the 
economy as the central point in efforts to modernize 
industry, agriculture, science and technology, and 
national defense In our relations with foreign countries, 
we should pursue a policy of the five principles of 
peaceful coexistence, oppose the military competition 
between the two superpowers, and stand for peace This 
will require our use of national defense education so that 
all citizens will establish a universal awareness of safe- 
guarding the national interest and of increasing overall 
national strength, and will understand that in today's 
world in which all countries of the world emphasize 
economic development, the strengthening of national 
defense is done not only with the needs of the present 
generation in mind, but also with the security and 
development needs of posterity in mind. Therefore, we 
must also establish an attendant modern national 
defense consciousness, and we clearly must do a good job 
of building national defense. Sole reliance on the efforts 
of the armed forces 1s far from enough All fields and all 
trades and industries must work as one and struggle in 
common, relatinug their personal endeavors with 
national security and the flourishing of China, be con- 
cerned about national defense, build national defense. 
and protect national defense. For every citizen, this 
means establishing an awareness that every person has a 
share of responsibility for the fate of his or her country, 
steadily heightening one's own sense of responsibility 
and sense of duty, and using one’s own words and 
actions in the resolute execution of one's own national 
defense authority and duties. 


Need for Solid Measures To Intensify National Defense 
Education 


| The Party Should Place National Defense Education in 
the Position It Deserves 


By the party placing national defense education in the 
position it deserves is meant that CPC Committees at all 


MILITARY, PUBLIC SECURITY 61 


levels should | *gularly and unceasingly study party Cen- 
tral Committee policies and the guiding spirit of policies 
pertaining to national defense and military matter so 
that they know what's what and correctly understand the 
onentation, plans, and principles underlying national 
defense education They should consider national 
defense education to be a regular and ongoing basic 
effort, placing it on their daily agendas, establishing 
clear-cut responsibilities ond divisions of labor, making 
it a part of managemr objective responsibility sys- 
tems, and establishing attendant cvaluation systems 
Principal leaders must personally take part and take the 
lead in studying and solving important problems in 
national defense education They must proceed from 
reality, diligently analyze regularly or periodically the 
situation and characteristics of national defense educa- 
tion in their own areas, study the trend of development 
and new problems in this work, summarize capenences., 
and draw up measures for improving and intensifying 
this kind of education 


lt should be noted that CPC Committees must both 
place national defense education in an important posi- 
tion, and also not try to do everything. On the one hand, 
they must coordinate relations among party, political, 
and military leaders at all levels, and work together with 
worker, youth, and women’s organization under unified 
leadership of the CPC Committee, cach displaying its 
individual strengths to render a cooperative and jount 
performance. On the other hand, they must devote 
special attention to bringing into play the role of military 
units at all levels. Provincial military regions, military 
subregions. and the People’s Armed Police are military 
units under CPC Committees at all levels. CPC Com- 
mittee leadership of national defense education should 
be exercised mainly through them The people whom 
these units indoctrinate and the work environment are 
the joint concern of the armed forces and the local 
government who play a role as bridges and as bonds that 
link the party, the government. the armed forces, and the 
people They occupy a special position in national 
defense education for al) the people Practice has shown 
that military units at all levels in the party have accumu- 
lated nch expenences through long ideological and polit- 
ical work, particularly in conducting national defense 
education centering on patnotism. They can actively 
provide local CPC Committees with suggestions and 
ideas, playing a very good staff officer and assistant role. 
All that 1s necessary is to arouse their enthusiasm to the 
full to make the most of thei strengths, and they will 
certainly do a good job of national defense education 


2. Midlevel and High-Level Party Cadres Are To Take 
the Lead in Study So That They Become Experts in 
Leading National Defense Education 


Midleve and high-ranking cadres occupy important lead- 
ership positions in socialist industry, agriculture, science 
and technology. and national defense modernization 
They are organizers and decisionmakers in the building 
of the economy. No matter whether planning the 
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building of the urban and rural economy, or in consid: 
ering the completion of railroad, highway, civil aviation, 
OF posts and telecommunications systems, it 1s Necessary 
both to understand economic work and to have a defi- 
nite national defense concept and military information 
In striving for economic returns and social benefits, it 1s 
necessary to link consideration of economic returns to 
future combat needs At the same time, midleve and 
high-ranking cadres are also organizers and decision- 
makers about national defense, who perso:ally possess a 
clearheaded understanding of the importance of building 
national defense, and have strong national detense con- 
cepts that enabk (hem to take charge of organizational 
leadership in the by ding of national defcnse As regards 
the makeup of the midievel and high-ranking cadre 
COrps, IN recent years our party has inuns fied the “four 
modernizations” of the cadre corps in order to he sten 
the four modernizations. Large numbers have “cr »ssed 
the nivers, and shouldered rifles The gradual departure 
from leadership positions of comrade: who took part in 
the revolutionary \var and the party's underground work 
has opened the way “wr a number of young cadres to take 
up the burden of moacrnization This shows that the 
country 1s thriving and developing, and that there are 
successors able to carry on. However, most of them lack 
experience in the building of national defense. Thus, 
they must have their knowledge enriched in this regard 
through national defense education. A look at the fields 
of knowledge of the midelve and high-ranking cadre 
corps shows that most are versed in economics and 
management. that many have studied technology or 
economics, but only a relatively small number ' .ve 
knowledge of national defense. Although many com- 
rades have gone through party schools or have taken 
advanced courses at instituvions of higher education, few 
institutions of higher education have had courses in the 
building of national defense, so they have a slight know!l- 
edge of the policies and information needed for national 
defense The lack of a strong awareness about national 
defense and the lack of specific information about 
national defense is a “congenital inadequacy” of some of 
our leading cadres. Intensification of national defense 
training can remedy this inadequacy. Thus, midlevel and 
high-ranking cadres must first become the ones to be 
educated in national defense education in order to 
become organizers and expediters in charge of national 
defense education 


Naturally, the national defense education of midleve and 
high-ranking cadres has to be in keeping with their 
special needs Medium and high ranking cadres should 
ve high goals for themselves in terms of the positions 
hey occupy, their roles, and the responsibilities they 
bear They should not just attain the standards of the 
general public Midlevel and high-ranking cadres’ mas- 
tery of the substance and depth of national defense 
knowledge should differ from that of the general public. 
They should study theones more deeply and understand 
information more fully Generally speaking, medium- 
and high-ranking cadres should study the general theo- 
nies of national defense education as a basis for studying 
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and digging into national defense strategy, national 
defense theory, national defense history, national 
defense laws, national defense economics, and national 
defense mobilization so that they possess a complete 
knowledge of national defense and a solid national 
ck fense concept and theoretical foundation They should 
also anply these theories in practice to direct work for the 
general strengthening of social national defense fun 
tions 


A look at expenences every where in Sichuan Province 
during recent years shows the following methods as 
workable for the national defense education of midieve 
and high-ranking cadre. First is the establishment in 
party schools of national defense education courses for 
planned, systematic training Second is the holding of 
national defense education seminars, regularly or per- 
odically inviting leading cadres from military units and 
experts to provide situation reports, and to attend 
national defense education classes. This will enable 
midievel and high-ranking cadres to maintain clear 
thinking and a correct understanding at all times about 
the formation and evolution of world strategic patierns. 
and about the development of national defense activities 
in the major countries of the world, as well as about 
China's own defense policies. Third is the use of aca- 
demic research meetings to enrich the knowledge of 
midievel and high-ranking cadres about national defense 
theories, raising their understanding of ideological theo- 
nes and policies, fostering awareness of modern national 
defense. and awareness of independent thinking and 
daring to innovate, and deepening understanding of 
CPC Central Committee and Central Military Commis- 
sion strategic decisions. Fourth is the use of practical 
work such as examining militia traming. and training 
militia and the public in classes to improve their percep- 
tual knowledge about the building of national defense 
Fifth 1s 1s the use of national defense education to spur 
achievements in economic work, ideological and polit- 
ical work, and other kinds of work, and to arouse the 
serious attention of leaders of all trades and industries to 
national defense education. 


3. The Party Should Use National Laws, Local Laws, or 
Other Relevant Systems To Define Successful FE xperi- 
ences of Universal Significance in National Defense Fdu- 
cation 


One important reason for the dilution of national 
defense concepts in China since the founding of the 
country has been the failure to link the successful expe- 
nences of party leaders in armed struggle to practice in 
the new era, promptly making them a part of laws and 
regulations through legislation and the framing of rules. 
For a period of time, this created an erratic situation in 
which there were either no laws on which national 
defense education could rely, or existing laws were not 
relied on. As a result, it made no difference whether one 
discharged his national defense obligations or not, and a 
strange situation even occurred in which people who 
discharged national defense obligations were ridiculed, 
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mocked, and looked down upon. The key to the deep- 
ening and regularization of national defense today lies in 
legislation. Laws, rules, and regulations are standard, 
authoritative, and stable. If national defense education 
relies only on the interest of leaders and permanent 
cadres, and there is none of the necessary support from 
rules and regulations, it will be difficult to sustain over 
time, it will be difficult to unify content, it will be 
difficult to reach the intended recipients, and it will be 
easy to “lack content” and turn in a perfunctory perfor- 
mance. 


The CPC Central Committee has constantly emphasized 
that, in all aspects of the country's political life, eco- 
nomic life, and social life, and in all links of democracy 
and dictatorship, there musi by laws to rely on, that laws 
must be rigorously enforced, and that violators of the law 
must be held to account. This requirement likewise 
apples to national defense education. Proceeding from 
the need to build national defense and the present state 
of the country’s national defense, using a disinctively 
Chinese socialism as a guide in building, and building 
and perfecting a national defense education system that 
is distinctively Chinese is the guiding thought that 
national defense education should follow and have as its 
ultimate goal. In recent years, many places have urgently 
called for systematic theoretical guidance and unified 
regulations. However, nationwide national defense edu- 
cation legislation must go through a period of accumu- 
lating experiences, public opinion formation, and theo- 
retical preparation. It is very difficult to shape 
nationwide national defense education laws and regu.a- 
tions within a short period of time. In view of this reality, 
a realistic and feasible method may be to have ~ach 
province, each city, or each autonomous region first 
draw up local laws and regulations to give impetus to the 
deepening of national defense education. It was on the 
basis of this thought that two years ago the Sichuan 
Provincial CPC Committee Propaganda Department, 
provi: cial Education Committee, and provincial mih- 
tary egion Political Department promulgated the 
“National Defense Education Program,” after which 
each city, prefecture, autonomous prefecture, and 
county in the province established a military affairs 
committee meeting system, departments concerned 
established a system for contacts and discussions, and 
some places even drew up local laws and regulations such 
as “Temporary Regulations on National Defense Educa- 
tion.” As a result, national defense education gradually 
came to have laws on which it could rely and precedents 
it could follow. Naturally, a certain amount of exped)- 
ency, incompleteness, and vagueness was unavoidable in 
each jurisdiction's formulation of national defense edu- 
cation and other national! defense laws, regulations, and 
measures. However. all laws and regulations, including 
national defense education laws and regulations derive 
from social need and application. They have to go 
through a development process that goes from diffuse- 
ness to systematizing, and from a low level to a high 
level. Today, legislation has strengthened national! 
defense education and improved the building of national 
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defense, and it has shaped a unanimous understanding 
over a fairly wide range, notably at the leadership level. 
We believe that perfection and amplification of national 
defense education legislation at a higher level will have 
to be done gradually, National defense education of all 
the people from a foundation of laws and regulations is 
tied to following a socialist course and to continuing to 
advance solidly and in depth 


Law Passed on Protection of Military Installations 


Security Stressed in Nanjing MR 


9OCM0329A Fuzhou FUJIAN RIBAO in Chinese 
1S Jul 90 pl 


[Article by Zhang Junxiong (1728 6511 7160) and Huang 
Zhuqing (7806 2612 (237) “Military Sites Must Be 
Managed in a Coordinated Manner. Military Installa- 
trons Must Be Protected] 


[Text] The Nanjing Military Region's (MIR} conference 
on implementing the Law on the Protection of Military 
Installations came to a close on 12 July in Nanjing 
During the conference it was stated that the protection of 
military installations involves the participation of the 
Army and local governments in every aspect. Both 
partics must work together in a coordinated manner to 
protect mi'itary installations in accordance with the law 
and defend the state's security interests 


The “Law on the Protection of Military Installations,” 
which was passed during the | 2th Standing Committee 
Meeting of the 7th National People’s Congress, will take 
effect this year on | August. This three-day conference 
was guided by important instructions from the Central 
Committee, the State Council, and the Central Military 
Commission regarding the protection of military instal- 
lations. The conference took as its point of departure the 
need to defend the state's security interests, and 11 closely 
concentrated on the practical aspects of actual work by 
the military region involving protection of military 
installations to formulate concrete measures for imple- 
menting the “Law on the Protection of Military Instal- 
lations,” thereby enabling the protection of military 
installations in the east China region to gain a footing 
within the legal system 


The Nanjing Military Region 1s located along the south- 
eastern coast. This region has a high concentration of 
military installations, its commodity economy rts well 
developed, and it is a key area of opening up to the 
outside world, so the protection of military installations 
has special significance. The Army and local govern- 
ments at every level have done much work, and military 
inst. Nations in the east China region have benefited 
significantly However, a long period of peace and a 
weak concept of national! defense on the part of some 
people have meant that military installations have kept 
getting damaged. and theft and vandalism a: these instal- 
lations have occurred from time to time. It was felt at the 
conference that under the new conditions in China we 
must do a good job of protecting military installations. 
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We must strengthen the people's concept of national 
defense and bolster awareness of crisis. We must rely 
closely on local governments and on the people, and the 
Army and — 7 must work together in a coordinated 
manner. We must regulate affairs in accordance with the 
law and achieve a situation in which the law is obeyed 
and strictly enforced. When the law is broken, the 
violator must be punished. 


The conference decided to quickly promulgate the “Law 
on the Protection of Military Installations” throughout 
the region in order to create a strongly positive atmo- 
sphere for the study, propagation, and execution of the 
plan to protect military installations. All prefectural- 
level municipalities (administrative offices) in the five 
provinces and one municipality in the east China region 
as well as all counties and county-level municipalities 
(districts) within the administrative region will restore 
and establish military installation protection committees 
composed of military and local leaders by the end of 
August. Local governments must formulate detailed reg- 
ulations regarding the protection of military installations 
in accordance with | cal conditions. At the same time, 
they must guide and urge units in charge of important 
military installations and people's governments in areas 
where a military installation is located to formulate 
measures for running and protecting these installations. 


The following comrades spoke at the conference: Xu 
Huizi [1776 1920 3320), deputy chief of General Staff of 
the People's Liberation Army; Gu Hui [0942 6540], 
commander of the Nanjing Military Region, Shi Yuxiao 
[0670 3768 1321], political commissar of the Nanjing 
Military Region, Guo Tao [6753 3447], deputy com- 
mander of the Nanjing Military Region, Yang Jingyu 
[2799 2529 1342], deputy director of the Legal Work 
Committee of the National People's Congress; Sun Wan- 
zhong [1327 3834 6988), director of the Legal System 
Bureau of the State Council; and Tu Men [0956 7024], 
director of the Legal System Bureau of the Central 
Military Commission. 


The following people attended the conference: leaders at 
the level of group army or higher from the east China 
region's Army, Navy, and Air Force, and responsible 
cadres from provincial-level departments as well as 
public security, security, justice, construction planning, 
foreign affairs, and tourism organs from Shanghai and 
the five provinces of Jiangsu, Zhejiang, Anhui, Fujian, 
and Jiangxi. 


Military Installation Protection Law 


90CM0329B Guangzhou NANFANG RIBAO in Chinese 
30 Jul 90 p 2 


[“‘Law Announced by | 2th Standing Committee Session 
of Seventh National People’s Congress’’} 


[Text] The Law on the Protection of Military Installa- 
tions in the People's Republic of China was passed in the 
12th Standing Committee Session of the Seventh 
National People’s Congress of the People’s Republ.. of 
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China on 23 February 1990. It is hereby announced that 
it will take effect on | August 1990. 


Yang Shangk' = ’resident, People's Republic of 
China 


23 February | 


Article I. General ( onditions 


Section 1. In order to preserve the security of military 
installations, ensure effective utilization of military instal- 
lations and normal execution of military activities, 
strengthen the modernization of national defense, consol- 
idate national defense, and resist invasion, the present law 
has been formulated in accordance with the Constitution. 


Section 2. The term military installations is used in this 
law to refer to the following buildings, sites, and equip- 
ment used directly by the state for military purposes: 


1. Command organs, fortified command centers either 
above or below ground, and fortified operational faci ities. 


2. Military airfields, ports, and docks. 
3. Camps, training grounds, and testing grounds. 


4. Warehouses and underground storage facilities used 
by the military. 


5. Military communications, surveillance, navigation, 
and observation facilities, as well as survey and naviga- 
tion markers. 


6. Military highways and rail lines, military communi- 
cations and power distribution networks, and military 
oil and water pipelines. 


7. Other military installations designated by the State 
Council or the Central Military Commission. 


Section 3. Every level of the people's government and of 
military organs should take the state's security interests 
as the main goal as they work together to protect military 
installations and preserve the interests of national 
defense. 


Under the leadership of the State Council and the 
Central Military Commission, the General Staff Depart- 
ment of the People’s Liberation Army is in charge of the 
task of protecting the nation's military installations. 
Leadership organs in each military region are respon- 
sible for the protection of military installations in their 
respective jurisdictions belonging to the Army, Navy, 
and Air Force. 


In localities where there are no military installations, 
relevant military organs and organs of the people's 
government at the level of county or higher should work 
together to coordinate and oversee work to protect 
military installations. 
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Section 4, All organizations and citizens of the People's 
Republic of China have a duty to protect military 
installations. 


All organizations and indi\iduals are prohibited from 
vandalizing or damaging military installations. 


All organizations and individuals have the mght to report 
instances in which military installations lave been van- 
dalized or damaged, and to bring accusation against 
anyone they know to be guilty of such acts. 


Section 5. The state shall implement a program in which 
military installations are provided different levels of 
protection according to category, and it shall give top 
priority to protecting key installations. 


Section 6. The State Council and the Central Military 
Commission must grant their approval before military 
installations can be converted to civilian use, or before 
military airfields, ports, or docks can be converted to 
joint use by the military and civihans. 


Article I. Boundaries for Restricted Military 
Zones and Zones Under Military Management 


Section 7. The state shall set the boundaries of restricted 
military zones and zones under military management on 
the basis of the nature, use and security requirements of 
eaci: military installation. Protection measures must also 
be adopted for military installations which are not inside 
any restricted military zone or zone under military 
management. 


Section 8. Restricted military zones and zones under 
military management shal! be designated by the State 
Council and the Central Military Commission, or by the 
military regions, on the basis of regulations formulated 
by the State Council and the Central Military Commis- 
sion. 


Section 9. The boundaries of restricted military zones 
and zones under military management either on land or 
in water shall be jointly designated by the military 
regions and the people's governments of the various 
provinces, autonomous regions, or municipalities under 
the direct jurisdiction of the central government. These 
boundaries can also be drawn jointly by the organs listed 
above, along with the various ministries under the State 
Council. The boundaries of restricted aenal military 
zones and especially important restricted military zones 
on land or in the water shall be drawn by the State 
Council and the Central Military Commission 


No changes will be made to boundaries of restricted 
military zones or zones under military management 
which were drawn before this law takes effect by the 
military and local governments as long as these bound- 
aries are compatible with regulations handed down by 
the State Council and the Central Military Commission. 


Section 10. When a restricted military zone or zone 
under military management ts to be closed down or 
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changed, 1 must be done in accordance with procedures 
set forth in Section 8 of this law. 


When the boundaries of a restricted military zone or 
zone under military management are to be adjusted, it 
must be done in accordance with procedures set forth in 
Section 9, Paragraph |, of this law. 


Section 11. When the boundaries of a restricted military 
zone of a zone under military management are being 
drawn or adjusted, the security, secrecy, and effective 
utilization of military installations should be ensured, 
and economic development, environmental protection, 
and the production and daily lives of the local populace 
should be taken into account. 


Section 12. When pians to draw or expand the bound- 
aries of a restricted military zone or a zone under 
military management require the appropriation of land, 
forests, grasslands, aquatic territory, or beach, it must be 
carried out in accordance with relevant laws and regula- 
tions. 


Section 13. When the people's government at the county 
level or above formulates a plan for economic and social 
development, the plan should take into account the need 
to protect military installations, and the views of rele- 
vant military organs should be solicited. When construc- 
tron projects are launched or tourist spots are developed, 
military installauions should be avoided. When it is 
impossible to avoid carrying out such projects in the 
proximity of a military installation, and the latter must 
be torn down or converted to civilian use, the matter 
should be discussed with the people's government of the 
province, autonomous region, or centrally administered 
municipality, and the matter must be reported to the 
State Council and the Central Military Commission for 
approval. 


Article III. Protection of Restricted Military Zones 


Section 14. Units in charge of restricted military zones 
on land should build walls, barbed wire fences, and other 
barriers along installation perimeters. For restricted mil- 
itary zones based on water, barners or boundary markers 
should be erected. 


Section 15. All persons, vehicles, and boats not belonging 
to the unit in charge of any land- or water-based 
restricted military zone are prohibited from illegally 
taking photographs, taking videotape films, making 
sound recordings, engaging in reconnaissance, surveying 
the topography, drawing sketches, or writing descrip- 
tions of the zone. This prohibition may be waived for 
military organs at the military region level or above 
which have received permission. 


All aircraft are prohibited from entering a restricted 
aerial military zone. This prohibition may be waived for 
those which have obtained a permit in accordance with 
the relevant state laws. 
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Anyone who intends to use photographs, film, tapes, 
reconnaissance observations, survey measurements, 
sketches, and descriptions obtained at a restricted mili- 
lary zone should obi im the approval of a military organ 
at the level of miliary region or higher 


Section 16. Ai the same time that the military region and 
the people's government of the province, autonomous 
region. or centrally administered municipality (or all of 
the above organs along with the State Council and its 
relevan! ministries) jointly draw the boundaries for 
land-bewo restricted military zones, they may act upon 
the necessity of protecting military installations in 
restricted military zones by drawing (when necessary) a 
security-control perimeter outside the restricted military 
zones. They may also set up security warning signs along 
the outside of the perimeter. The position of the security 
warning signs should be chosen by the unit in charge of 
the restricted military zone in conjunction with the local 
people's government at the county level or higher 


Section 17. Within the security-control perimeter outside 
a restricted military zone, local residents can continue to 
carry out normal production and daily activities, but 
they must not set off explosives, discharge firearms, or 
engage im any other activity which will impair the 
security or effective utihzation of the military installa- 
tion 


Article 1V. Protection of Zones Under Military 
Management 


Section 18. The unit in charge of a zone under military 
management should build a wall or barbed wire fence, or 
erect boundary markers around the zone under its con- 
trol along the boundaries which have been set 


Section 19. All persons. vehicles, or boats not belonging 
to the zone under military management must obtain a 
permit from the unit in charge of the zone before 
entering the zone 


Section 20. The method of manay ing all airfields. ports. 
and docks which have been ted for joint military 
and civilian use shall be set forth by the State Counc! 
and the Central Military Commission 


Article V. Protection of M Installations Not 
Designated as a Re M Zone or a Zone 
' ander Military 


Section 21. Units in charge of military installations 
which have not been designated as a restricted military 
zone or a zone under military managemen! should adopt 
measures to protect these installations. M:!\\ery units at 
the level of regiment or above can delegatc the task of 
protection to the local people's government 


Section 22. When quarrying stone or earth or setting off 
explosives within a certain distance of a military instal- 
lation that has not been designated as a restricted mil). 
tary zone or a zone under military management, these 
activities cannot impair the security or effective utiliza- 
tion of these military installations 
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Article VI. Management Duties 


Section 23, Units in charge of military installations and 
organs of the people's government at the county level or 
higher should formulate concrete measures for pro 
tecting restricted military zones, zones under military 
management, and military installations which have not 
been designated as either of the above These measures 
can be announced and implemented 


Section 24, Military organs at every level should rgor- 
ously carry out their duty to protect military installa. 
tions, protect secrets about military installations, set up 
sound regulations and systems for protecting military 
installations, and oversee, investigate, and resolve prob- 
lems related to the task of protecting military installa. 
tions 


Section 25, Organs in charge of military installations 
should earnestly carry out regulations and systems 
related to the protection of military installations, estab- 
lish files on their military installations. and carry out 
investigative and maintenance work at their military 
installations 


Section 26, Units in charge of restricted military zones 
and zones under military management should take into 
account the need to protect natural resources and cul. 
tural relics located in restricted military zones and zones 
under military management as required by relevant laws 
and regulations 


Section 27. When necessary, units in charge of military 
installations should provide information regarding the 
position of underground and underwater military cables 
and to organs of the people's government at the county 
level or higher. When local governments carry out con- 
struction projects, they should protect underground and 
underwater cables and pipelines belonging to the mili. 
tary 


Section 28. Every level of the people's government 
should strengthen national defense education for the 
people and strengthen their concept of national defense 
They should protect military installations, protect 
secrets about military installations. and prevent activt- 
ties aimed at vandalizing or damaging military installa 
tons 


Section 29. Resinicted military zones and zones unde: 
military management that need assistance from public 
security organs in order to maintain security and orderly 
management can establish public security organs if the 
State Council and the Central Military Commission 
grant approval, or if the relevant military organs request 
approval from the public security organ within the 
government of the province. autonomous region. or 
municipality under the direct jurisdiction of the central 
government 


Section 30. On-duty personne! at the unit in charge of a 
military installation should stop anyone who 


1. Enters the restricted military zone illegally 
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2. legally takes photographs, takes videotape films, 
makes sound recordings, engages in reconnaissance, sur- 
veys the topography, draws sketches. or writes descrip- 
tions within a restricted military zone or its security 
contro! serimeter 


1. Vandalizes or damages military installations. 


When anyone commits any one of the violations listed 
above and refuses to cease such activity upon request, 
on-duty personnel in the unit in charge of the military 
installation may act in accordance with the state's rele- 
vant regulations to take necessary action to force the 
violator to cease his or her illegal activity, When the 
security of the military installation or the lives of per- 
sonnel are in danger, weapons may be used 


Article VII. Legal Responsibility 


Section 31. Criminal prosecution shall be brought 
against anyone who 


|. Vandalizes military installations 


2. Burglarizes, steals, or robs equipment, materials. or 
machinery from a military installation 


3 Reveals secrets about a military installation, or acts on 
behalf of government agency or organization outside the 
territory under the control of the People’s Republic of 
China to steal, uncover, or buy secrets about a military 
installation 


Section 32. Punishment shall be dispensed in accordance 
with Section 19 of the Public Security Administration 
Punishment Regulations to anyone who 


| Ilegally enters a restricted military zone and ignores 
an order to stop 


2. Engages in activity which impairs the security or effec- 
tive ulllization of a military installation while within the 
security control perimeter of a restricted military zone, or 
while within a certain distance of a military installation 
which has not been designated as a restricted military zone 
or a zone under military management 


3. Vandalizes the wall, barbed wire, or boundary marker 
of a restricted military zone or zone under military 
management 


Section 33. In accordance with Section 158 of the Crim- 
inal Code, criminal charges shall be brought against the 
principal offenders and those directly responsible for 
serious incidents in which order within a restricted 
military zone or zone under military management has 
been disrupted. In less serious incidents that do not 
require criminal prosecution, punishment shal! be dis- 
pensed in accordance with Section 19 of the Public 
Security Administration Punishment Regulations 


Section 44. Punishment shal! be dispensed in accordance 
with Section 19 of the Public Security Administration 
Punishment Regulations to anyone who illegally takes 
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photographs, takes videotape films, makes sound record. 
ings, engages in reconnaissance, surveys the topography, 
draws skeiches, or writes descriptions in a restricted mili. 
tary zone and ignores an order to stop I the punishment 
called for in Section 19 of the Public Securnty Administra: 
tion Punishment Regulations ts not dispensed, then that 
person's equipment shall be confiscated In serious cases. 
ermminal charges shall be brought against the violator in 
accordance with Section | 58 of the Criminal Code 


Section 36, Criminal charges shall be brought against 
active duty military personne! and workers and staff 
employed by the military in accordance with the Tem- 
porary Provisions for Punishing Military Personne! in 
Dereliction of Duty when they 


|. Vandalize military facilities 


2. Rob or steal machinery, materials. or equipment from 
a military installation 


3. Reveal secrets about a military installation 


4 Abandon their post without leave or perform their 
duties negligently, causing a military installation to be 
damaged or leading to some other consequence 


In less serious incidents that do not require criminal 
prosecution, the violators shall be subject to normal 
military discipline 


Article VIII. Additional Regulations 


Section %. The State Council and the Central Military 
Commission shall formulate methods of protecting mil- 
itary installations in accordance with the regulations 
contained in this law 


Section 37. This law shall take effect on | August 1990 


Appendices: Documents Relevant to This Law 
Relevant Section of the Criminal ( ode 


Section 158. All persons are prohibited from using ny 
method to disrupt social order. In serious cases which 
make it impossible to proceed with work, production, 
commerce, education, or scientific research, or the state 
and society suffer serious losses, the principal violators 
shall cither be sentenced to not more than five years of 
prison, labor, or surveillance, or their political mghts 
shall be forfeited for five years 


(Other sections of the Criminal Code have been omitted.) 


Relevant Section of the Temporary Provisions for Punish- 
ment of Military Personnel in Dereliction of Duty 


Section 4. In serious cases, those who violate regulations 
regarding the protection of state military by leaking or 
allowing the leak of important state military secrets shall 
be sentenced to not more than seven years of either 
prison or labor 





oH MILITARY, PUBLIC SECURITY 


Section 5 Commanders or — personne! who cause 
serious harm by al andoning thet without leave or 
through negligent a A their duties shall be 
sentenced ot move han weve yeay of ete pra 
or 


Those who commit the violations listed above in this 
section during wartime shall be sentenced to not less 
than five vears in prison 


Section ||. Those who rob or steal arma or materials 
shall be sentenced to not more than five years of either 
prison or labor. In serious cases, they shall be sentenced 
to not lew than five and not more than |5 years in 
prison. In especially serious cases, the violator shall be 
sentenced either to not less than ten years in prison or to 
life in prison 


During wartime, punishments shall be severe, and in 
especially serious cases the violator can be sentenced to 
death 


Section | 2. Those who vandalize arms or military facilities 
shal! be sentenced to not more than three years of prison or 
labor Those who vandalize important arms or military 
facilities shall be sentenced to not less than three years and 
not more than |0 years in prison. In especially serous 
cases, the violator shal! be sentenced to either not less than 
10 years in prison, or to life in prison. Punishment during 
wartime shall be severe 
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Rei. vant Section af the Public Security Administration 
Punishment Regulations 


Section 19. In cases nol serious enough for criminal 
prosecution, a person shall be sentenced to not more 
than 15 days in detention, a fine of 200 yuan, or a 
warning when he or she disrupts public order by 


|. Disrupting order in a government organ, an associa 
ion, an enterprise, or a public institution, thereby 
making it impossible to carry out normal work. produc. 
tion, Commerce, medical treatment, or screntific 
research (while not causing major harm) 


2. Disrupting order in bus stations, docks, civilian air. 
ports, markets, parks, movie theaters. amusement parks. 
sports facilities, exhibition halls. or other public gath. 


ering places 


3. Disrupting order in busses, trolleys. trains, ships. or 
other instruments of public transportation 


4 Engaging in gang fights. causing trouble, dishonoring 
women, or engaging in other types of thuggery 


5. Spreading rumors, confusing the masses, or inciting 
violence 


6 Making false reports of dangerous situations and 
creating chaos. 


7. Preventing or impeding (without using violence oF 
threats) state workers from carrying out their legally 
prescribed duties 
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EAST REGION 


Jiangx! Curbs Bureaucratic Red Lape 
GOO MOIAYA Beying GUANGMING RIBAO in Chinese 
6 Aug WO p ? 


[By reporter Wang Shaoxiong (3769 4801 7160) “Sub- 
stantial Improvement in Work Style of Leadership 
Organe—Jiangai Province Cuts Number of Meetings 
and Amount of Paperwork’) 


[Text] The Jianga: Provincial CPC Commitice and the 
Jianga’' People's Government recently implemented cer. 
lain provisions to cut the number of meetings and the 
amount of paperwork and to improve work style in 
leadership organs, which would allow leading cadres at 
all levels to concentrate more of their time and energy on 
involving themselves with affairs at the grassroots, on 
investigations and research, and on sound, down. 
to-earth work 


Major efforts to reduce various meetings and substan. 
tially improve work style of meetings If a problem can 
be resolved by letter, newspaper notice, or multiple-party 
telephone meeting, there 1s no need to call in comrades 
of subordinate organs to come in for meetings in person 
Whenever commendations for meritorious service are to 
be issued, it may be done by sending a certificate and 
publishing a circular notice. by publicizing the fact in an 
internal publication or at a work meeting, and there 
wow din general be no need for a special commendation 
or achievement celebration meeting 


Mectings that do not require the personal presence of 
leading cadres, as in functional departments, are to fully 
eacreise their functions. Leading cadres of the provincial 
party committee or provincial government shall in gen. 
eral not attend specialized meetings and work meetings 
held by the various provincial departments. Excepting 
particularly important meetings, such as the provincial 
party congresses and people's congresses, there 1s no 
need to provide a rostrum with a number of seats, apart 
from the person presiding at the meeting or the speaker, 
other leading cadres shall not be seated at a rostrum 
Leading cadres of the provincial party committee or the 
provincial government shall in general not attend activ- 
ities that are purely of the nature of observing formal 
etiquette, such as meeting with visiting guests, with 
persons on sightseeing tours, opening or mbbon-cutting 
ceremonies, project inaugurations, and so forth 


Improving reports given at mectings and reports on work 
performance at meetings attended by le ding cadres 
Reports at meetings and activities by departments that 
are attended by leading cadres of the provincial party 
committee or the provincial government must not in 
general be reports on general news events. They must 
publicize the creative work of workers, peasants, intel- 
lectuals, and officers and men of the People's Liberation 
Army, as well as manifest advanced ideology aid the 
performance of exemplary deeds. Whenever leading 
cadres of the province speak at any party or government 
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activily they must not preface thei speech with “direc: 
live,” “important speech,” or similar terms 


Substantial reduction of paperwork, strict control of the 
printing of internal publications Speeches and reports 
by leading cadres of the provincial party committee and 
the provincial government at various meetings shall in 
general not be printed and distributed as official docu- 
ments of the provincial party committee or provincial 
government Each department of the provincial govern: 
ment shall be allowed only one kind of brief work report, 
sections and offices under provincial departments and 
secondary units without the right of direct outside com. 
munication are not allowed to prepare brief work 
reports. Units that have also been issuing brief reports 
without having been authorized to do so must be ordered 
to cease further publication of such by the general 
business office of either the provincial party commitice 
or the provincial government. Furthermore, the provin- 
cial finance department shall be notified that for each 
additionally published brief report, a sum of 1,000 to 
2,000 vuan shall be deducted from the administrative 
expenses of the unit in question, a matter that shall be 
subject to the supervision of the audit department 


Jiangxi Graduates Assigned To Support Grassroots 
QOCMO03I70A Beyine GUANGMING RIBAO in Chinese 
27 Jul VW pl 


[Article by correspondents Lei Liangyun (719i $328 
6874) and Zhang Zhiqiang (1728 1807 1730): “Most 
New Jiangx: Graduates Go to Grassroots to Work— 
Establish an Ideology of Arduous Pioneering, Subordi- 
nate Selves to Needs in Building the Country”) 


| Text] Though reluctant to say good-bye to their school- 
mates, they sincerely desire to dedicate themselves to the 
service of the motherland. Even while still enjoying 
themselves on summer vacation, the graduates of Jiangxi 
colleges and technical schools have been slated for future 
assignments. Beginning in carly July, group after group 
bade farewell to their alma mater and their teachers to 
embark on a new life's journey. Zhang Jianhua [4545 
1696 5478), the officer in charge of the office for the 
assignment of college graduates in Jiangsu Province, told 
the correspondent that the job of assigning more than 
30,000 graduates of colleges and secondary technical 
schools (including graduate students) throughout the 
province has gone smoothly this year, more than 80 
percent of them having already subordinated themselves 
to the needs of the country to go to grassroots units below 
the city level and to the front lines of production. 


This heartening situation is the result of thorough and 
painstaking ideological education in Jiangxi Province 
Thanks to various forms of ideological education for all 
schools, the widespread propagandizing by people in all 
walks of life and public opinion, as well as coordinated 
support from the far-flung heads of households, the 
broad masses of graduates have firmed up their socialist 
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convictions, established an ideology of arduous pio- 
neering and subordination of self to the interests of the 
country, and have repeatedly expressed their desire to go 
to the places in the motherland where they are needed 
most and where life is most arduous. Thus, they are 
taking the road of integrating with reality and linking up 
with the workers and peasants to contribute their own 
strength to the cause of building socialism. A May 1990 
survey of a group of students graduating from Jiangxi 
colleges showed that 72 percent of the graduating stu- 
dents felt that, in view of the current state of the country 
and the province and to need to improve the economic 
environment and restructure the economic order, it is 
imperative and an unshirkable duty for college graduates 
to gO tO grassroots units below the city level, and to the 
front line in all trades. This is not only a necessity for the 
building of the country, but is also a necessity for 
self-maturation. Only by going to the grassroots level is it 
possible to link one’s own area of specialization to 
production realities in order to produce beneficial 
results, gain tempering, and become mature 


In order to be able to move smoothly and effectively the 
more than 80 percent of the new graduates of colleges 
and technical secondary schools to the grassroots level, 
the Jiangxi provincial office for the assignment of college 
graduates organized forces in accordance with central 
and provincial government assignment policies and 
plans to conduct investigation and surveys aimed at the 
formulation of a senes of new regulations and associated 
measures as follows: 


In order to ensure that old revolutionary areas and needy 
border regions receive urgently needed talent, graduate 
students trained for designated duties and for mandated 
duties are to be assigned back to their designated areas 
and to the units that mandated their training, with no 
changes in their assignments to be made lightly. 


Quotas are to be set and expenses provided for graduates 
in scientific fields such as farming, forestry, and aquatic 
products to be sent to farming, forestry, and aquatic 
products units at the grassroots level. If units in this 
category are already overstaffed, the staffing should be 
increased 


All medical graduates from counties (or districts) in the 
province where schistosomiasis exists are to be returned, 
without exception, to the place from which they came to 
enhance schistosomiasis prevention and treatment 
forces there. 


Teaching college graduates must work on the education 
front. and a one-time direct dispatch method is to be 
used in assigning them to units where they are needed in 
order to forestall their being “retained” or “changing 
profession."’ Graduates of other than teaching colleg: s 
should be encouraged to teach in secondary schouls or 
vocational and technical schools, and be given appro- 
priate bonuses. 


In the case of those graduates in fields in which an 
oversupply already exists, “industries contracting special 
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fields of study, and areas contracting sources of new 
blood” should be instituted. Units placing people should 
be actively mobilized to take a broad and long-term 
view, willingly keeping talent in reserve. Beginning in 
1990, authorized entrepreneurial units in Jiangai Prov- 
ince are to arrange to place graduates in up to two 
percent of their total complement. Over the years, the 
Jiangxi Province Department of Machinery has actively 
accepted college students and assembled talented people 
for enterprises in the machinery system. In 1990, this 
department reported a need for 336 graduates, but 
actually accepted 425, placing an additional 25 percent. 
This department feels that human talent also must be 
nurtured and that nurturing human talent is like main- 
laining soldiers. A suitable reserve of talent is beneficial 
for the development of enterprises, and for educational 
endeavors. Thus, this department received praise and 
commendation from the national Ministry of Machine 
Building and Electronics for placement of graduates. 


Active guidance and encouragement is given to students 
to go to units under collective ownership and to town- 
ship and town enterprises where there is an urgent need 
for educated people to contribute talent. For such grad- 
vates, Jiangxi Province will maintain without change 
their pay and benefits as state cadres, their household 
registrations will remain in a city, matters pertaining to 
their personnel staffing will be under control of per- 
sonnel departments above the county level, their proba- 
tion periods will be canceled, and their wages will be 
increased by one grade. 


Graduate students should be given priority, without 
regard for staffing limitations, in assignment to units in 
need of people having their skills. 


Democratic Parties Join Shanghai Policy Meeting 


9OCMO389B Shanghai JIEFANG RIBAO in Chinese 
1] Aug 90 pil 


[Unattributed article: “Shanghai's Municipal CPC Com- 
mittee Invites Leaders of Democratic Parties, of the 
Federation of Industry and Commerce, and Others to a 
Symposium Which Effects Participation by Democratic 
Parties in Government] 


[Text] Yesterday morning, the Shanghai Municipal CPC 
Committee invited prominent leaders of the democratic 
parties, of the Federation of Industry and Commerce, 
and other prominent personalities without party affilia- 
tions to a symposium at the small auditorium of the 
party committee. 


Wu Bangguo [0702 6721 0948), deputy secretary of the 
Shanghai Municipal CPC Committee, presided at the 
meeting and reported to the comrades attending the 
meeting on the present political and economic situation 
of Shanghai and on major work in progress. Mao ling- 
quan [3029 4842 2938], member of the Standing Com- 
mittee of the Municipal CPC Committee and director of 
the United Front Work Department, presented a report 
on the way in which the spirit of the All-China United 
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Front Work Conference was put into effect during a first 
phase of this work and on the intended work to be done 
during the next phase. 


Among the speakers at the symposium were: Chen 
Mingshan [7115 6900 3790], chairman of the Shanghai 
branch of the China Democratic National Construction 
Association, Xu Yifang [1776 0110 2658), chairman of 
the Shanghai branch of the Revolutionary Committee of 
the Kuomintang, Yang Biao, chairman of the Shanghai 
branch of the Jiu San [September Third] Society; Chen 
Haozhu [7115 3493 3796), chairman of the Shanghai 
branch of the Chinese Peasants and Wokers’ Party, 
Weng Shuguan [5040 2562 0385), vice chairman of the 
Standing Committee of the Democratic League. 
Shanghai branch; and Liu Hengchuan [0491 1854 2796), 
chairman of the Shanghai branch of the Chinese Associ- 
ation for Promoting Democracy. They expressed the 
opinion that the political and economic situation in 
Shanghai has presently, under leadership of the munic- 
ipal party committee and the municipal people's govern- 
ment, become stabilized, and that the further consolida- 
tion and development of stability and unity in the 
political situation, deepening the reform, and improving 
the economic work performed by Shanghai is to be the 
heavy responsibility resting on the shoulders of the 
democratic parties which participate in government. In 
their speeches they all expressed opinions and made 
positive suggestions concerning such questions as 
strengthening the system of multiparty cooperation and 
political consultation led by the CPC, enhancing the 
buildup of democracy and of the legal system, strength- 
ening the buildup of the democratic parties themselves, 
deepening reform, and opening up to the outside world, 
as well as concerning improvement of the economic 
environment and rectification of the economic order 


Wu Bangguo emphasized in his speech the need for a 
continued implementation of the spirit of the All-China 
United Front Work Conference, in integration with the 
realities of the actual situation in Shanghai, the need to 
uphold and perfect the system of multiparty cooperation 
and political consultation led by the CPC, and the need 
to develop socialist democracy and to enhance mutual 
supervision. We must continue to pursue the policy of 
“long-term coexistence, mutual supervision, utmost 
mutual solicitude, and equal sharing of glory and dis- 
grace,’ while we must implement further measures for 
the participation of democratic parties in government. 
He expressed the hope that personalities from ar ong the 
democratic parties and personalities without party affil- 
iation will actively recommend well-qualified persons to 
be selected for leading positions in government and in 
relevant departments. 


Invited to the symposium and attending it were also: Wu 
Zhaoguang [0702 5128 0342), chairman of the Shanghai 
branch of the China Zhigong [Achieve Justice] Party; 
Zheng Lizhi [6774 0536 1807), chairman of the 
Shanghai branch of the Taiwan Democratic Self- 
Government League, Liu Jingji [0491 723) 


1015), 
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chairman of the Shanghai branch of the All-China Fed- 
eration of Industry and Commerce, and Ye Shuhua 
[5509 0647 5478], a well-known personality without 
party affiliation. 


Shanghai Mayor Stresses Work on Ideology, Culture 
YOCMO389C Shanghai JIEKANG RIBAO in Chinese 
1? Aug 9O pi 


{Article by reporter Wu Zhilin (0702 5347 7792) and 
correspondent Wang Heting (3769 4421 1656): “At the 
Bimonthly Symposium of Theorists, Zhu Rong Empha- 
sized That, at the Same Time as Economic Construction 
Is Effectively Pursued in Shanghai, Emphasis Must Be 
Given to Ideological Construction and Cultural Con- 
struc tion”) 


[Text] At yesterday's 13th bimonthly symposium of 
theorists, Zhu Rongji, secretary of the Shanghai Munic- 
ipal CPC Committee and mayor of Shanghai, pointed 

with great emphasis, “The political and economic 
situation of Shanghai has presently become stabilized, 
and all of Shanghai's population is now engaged in the 
landmark endeavor of opening up and developing 
Pudong and of a vigorous development of Shanghai as a 
whole. However, while we exert ourselves in economic 
construction, it 1s most necessary for us to also attach 
importance to ideological and cultural construction 
Only by unifying thinking throughout the entire popula- 
tion of the city and by uplifting them spiritually will we 
be able to accomplish the great undertakings of devel- 
oping Pudong and of the vigorous development of 
Shanghai as a whole.” 


The Propaganda Department of the municipal party 
commiitee convened yesterday's symposium. Chen 
Zhih, deputy secretary of the municipal party committee 
and director of the Propaganda Department, presided at 
the said symposium 


Yesterday's symposium had been preceded by careful 
preparations in several preparatory meetings with quite 
a few theorists. This was one reason for the very enthu- 
siastic and lively way that opinions were expressed from 
the very start of the meeting. The following of Shanghai's 
theorists and personalities from among its literature and 
art circles fully expressed their understanding when 
speaking on the question of “the relationship between 
economic development and cultural construction”: Gu 
Xiaoming [7357 2556 7686], Su Yong [5685 0516], Chen 
Bohai [7115 0130 3189], Chen Xiejun [7115 3610 0689), 
Li Huaxing [2621 5478 5281], Xie Xialing [6200 6667 
7881], Xie Jin [6200 2516], Wang Yuanhua [3769 0337 
0553), Zhang Ruifang [1728 3843 5364). Some com- 
rades analyzed the cultural environment as to how it 
promotes and restricts economic development from the 
angle of its theoretical, historical, and realistic aspects. It 
was their opinion that at this time, when the inherent 
link between the two orbits of the economic and the 
cultural tends to become closer almost day by day in our 
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contemporary society, neglect of the cultural construction 
would be shortsighted, as it would not only unfavorably 
affect economic development but would also be detri- 
mental for any long-term governance and security Some 
comrades, starting out from the angle of how to coordinate 
Shanghai's economic construction with its cultural con- 
struction during the 1990's, poimted out that, in the 
vigorous development of Shanghai as a whole, it is neces 
sary to consider the vigorous development of its culture, in 
particular its educational development, a very imporiant 
factor. Cultural construction also manifests itself on the 
spiritual level, which means that we must emphasize 
improving the quality of man. “It takes 10 years for a tree 
to grow, it takes a hundred years to nurture a generation of 
good men.” The latter part of this phrase deserves our deep 
thought. We must, and can, bring into full play the 
supenority of socialism and bring about a mutually com- 
patible and well-coordinated development of Shanghai's 
economic construction and its cultural construction. With 
regard to problems existing in Shanghai's present cultural 
construction, quite a few comrades, furthermore. called for 
intensified attention to these problems and proposed mea- 
sures to resolve these problems Some were of the opinion 
that Shanghai should utilize the cultural superiority that 
has emerged in Shanghai in the course of its history — 
comprising cultural achievements in the field of science 
and technology and in various fields of learning—and 
should have this circumstance actively lead to economic 
action serving the development of Pudong and the vig- 
orous development of Shanghai as a whole Some have 
suggested holding a Shanghai film festival and similar 
events as suitable coordinates to Shanghas's opening up to 
the outside world. Some have strongly emphasized the 
need to review experiences already accumulated at 
Shanghai in cultural development throughout its society 
and in the buildup of cultured households, and also to take 
effective action on the artistic and cultural front by 
attending to such matters as movies and theaters, libranes, 
museums, and similar institutions, in an integration of 
hardware and software. All participants at the symposium 
spoke out freely and contributed to each other's ideas in an 
extremely active and lively atmosphere 


Zhu Rongji listened attentively to the speeches of the 
specialists and scholars and frequently interposed his 
own remarks, thus leading to a general discussion. Just 
before conclusion of the meeting, he made an important 
speech in which he said, “This problem of ‘the relation- 
ship between economic development and cultural con- 
struction’ 1s an extremely important matter and indeed 
requires a very thorough discussion and study. At 
present, Shanghai's cultural construction is still insuffi- 
cient to meet the needs of economic development. Lead- 
ership at all levels must be sufficiently aware of this 
problem and must strengthen their guidance in ideolog- 
ical and cultural work, and must also attach importance 
to ideological construction and cultural construction 
work. Al present we must on the one hand take up in real 
earnest the improvement of party work style and thereby 
promote honest and clean government, and we must on 
the other hand, by every possible means. achieve success 
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in production and in the development of Pudong How. 
ever, if we want to truly accomplish ‘first, stability and, 
second, stimulation,” we must exert ourselves further in 
intensified 4 ical construction and cultural con. 
struction, must effectively take in hand the construction 
of our spiritual civilization as the only way to achieve 
cohesion in the mentality of all people, to accomplish 
mobilization of the enthusiasm of the masses, and to 
have them dedicate themselves with one heart and one 


soul to the vigorous development of Shanghai” 


Zhu Rong) also emphasized that Shanghai's opening up 
to the outside world makes it essential to have an 
excellent cultural environment It 1s necessary at present 
to expend great effort on improving environmental san- 
itation, to effectively improve the service attitude, to 
effectively execute cultural construction, to raise the 
general quality of the population, and to create an 
enlightened and healthy social environment. 


Finally, Zhu Rongy: expressed the hope that those 
engaged in artistic and cultural pursuits will immerse 
themselves deeply in the realities of life, go deep into the 
midst of the common people, and will then produce 
works of literature and art that will represent the spint of 
our age, that will possess the power of affecting popular 
sentiment by showing features characteristic of 
Shanghai, and that will be loved and enjoyed by the 
masses By means of works of literature and art, by their 
strong power to affect popular sentiment and by their 
educational effect, we must induce the people of 
Shanghai to give full play to their excellent traditions, 
strengthen their confidence in the ability to overcome 
difficulties, spur on the “love China, love Shanghai” 
fervor of the people of Shanghai, and buoy up the spirit 
of all of Shanghai's citizens 


Zhu Rong: also demanded of the newspapers of 
Shanghai that they increasingly report on advanced 
events, exemplary personalities, and at the same time 
vigorously reveal and help to subdue all unhealthy social 
phenomena, thus promoting a turn for the better in our 
social atmosphere 


The following were also among the theorists and litera- 
ture and art personalities at yesterday's sympusium 
Meng Bo [1322 3134), Luo Luo [$012 3157], Zhu Jianer 
{2612 6432 5101), Hu Yanzhao [5170 1693 3564]. Also 
participating in the symposium were vice mayor Liv 
Zhenyuan [0491 2182 0337] and leading cadres of the 
Propaganda Department of the municipal CPC Com- 
mittee, of the Pudong Development Office. and of the 
muni pal planning department 


NORTHEAST 


Heilongjiang Forum on Correcting Unhealthy Trends 
SK 1509230390 Harbin Heilongnang Provincial Service 
in Mandarin 0900 GMT 13 Sep 90 


[Text] The provincial forum on correcting unhealthy 
trends in various trades and professions, which ended on 
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1} September, called on various localities to focus their 
work on correcting the unhealthy trend of abusing one's 
power to extort money and create obstructions, which is 
widespread in their own localities, departments, and 
trades, which produces a very bad impression on the 
people, which causes grave harm, and which the masses 
strongly complained about 


The provincial forum on correcting unhealthy trends in 
various trades and professions, held by the provincia! 
party committee and the provincial government, tudied 
the speech made by Comrade Li Peng at the State 
Council's telephone conference on strengthening the 
building of administrative honesty and correcting 
unhealthy trends in various trades and professions, 
relayed the guidelines of the north China, northeast 
China, and east China forums on discipline inspection 
work, exchanged work situations and experience in cor- 
recting unhealthy trends in various trades and profes- 
sions, and discussed and studied the work in the next 


stage 


The session, which was held on the afternoon of 13 
September, was presided over by Dai Moan, vice gov- 
ernor of the province. Wang Zhao, Wang Luming, 2 hou 
Wenhua. Ma Guoliang, He Shoulun, and Jin Xiaozhen 
attended the session Also attending were leaders in 
charge of various prefectures and cities, secretaries of 
Discipline Inspection Committees of various prefectures 
and cities, and responsible comrades of various depart- 
ments and bureaus directly under the provincial author- 
ities, more than 400 persons in all. 


Wang Haiyan, Standing Committee member of the pro- 
vincial party committee and secretary of the provincial 
discipline inspection commission, made a speech on 
behalf of the provincial party committee. He said that, in 
correcting unhealthy trends in various trades and profes- 
sions, we should give prominence to key points and 
concentrate our efforts on ferreting out and correcting 
these trends Unhealthy trends in various trades and 
professions are a widespread, and the situation of these 
trends 1s relatively complicated. Only when we firmly 
grasp the key trades and professions, problems, and 
persons, and concentrate our time and efforts on fer- 
reting out and correcting unhealthy trends will it be 
possible for us to yield results in a short period of time. 
After this forum. various units should find the major 
problems im their own units and clarify why these 
problems emerge. Various units should also define their 
key pomnts mn correcting unhealthy trends and accurately 
select where they should make a breakthrough for suc- 
cessfully correcting them. As demanded by the provin- 
cial party committee, the correction of unhealthy trends 
in various trades and professions should focus on the 
problem of abusing one's power to extort muney and 
create obstructions, which 1s widespread at various local- 
ities. departments, and trades and professions, which 
produces a very bad impression on the people, which 
brings about grave harm, and which the masses strongly 
complained about Meanwhile, there should not be too 
many key points in correcting unhealthy trends. We 
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should select two or three key problems that will prob- 
ably be solved in a short period of time and then 
concentrate our efforts on correcting them 


On how to correct unhealthy trends in various trades and 
professions, Wang Haiyan pointed out thal achieving 
results in correcting unhealthy trends in various trades 
and professions depends primarily on whether we can 
impose due punishment on such undisciplined and 
unlawful cases as abusing one's power to seek personal 
gain, extorting money, creating obstructions, and taking 
bribes, which the masses strongly complain about All 
localities and unis must exert great efforts in conscien- 
tiously ferreting out and dealing with undisciplined and 
unlawful cases specific to certain trades and professions 
If possible, various localities may openly deal with 
typical cases of unhealthy trends in various trades and 
professions, and use these cases to scare off unhealthy 
trends and open up a new situation in correcting them 


Wang Haiyan emphasized that, in ferreting out and 
correcting unhealthy trends, we must begin with leading 
organs and leading cadres and move from higher levels 
to lower levels. Whoever uses unhealthy practices should 
assume responsibility for correcting it. The provincial 
party committee, the provincial Advisory Commission, 
the provincial People's Congress Standing Committee, 
the provincial government, the provincial committee of 
the Chinese People's Political Consultative Conference, 
and the provincial Discipline Inspection Commission, as 
well as various departments, commissions, offices, gen- 
eral offices, and bureaus should ali take a good lead and 
play an exemplary role in this work. The law execution 
departments, administrative departments, and public 
utilities units at the grassroots level should be regarded 
as the key points for correcting unhealthy trends 


Wang Haiyan said in conclusion, “In correcting 
unhealthy trends in various trades and professions, we 
should persist in getting at the root of problems, 
strengthen ideological education, and strengthen the 
building of systems. In the course of strengthening edu- 
cation on vocational morality and vocational discipline, 
we should continue to carry out the system of making 
working procedures and work results visible to the public 
and subjecting them to the supervision of the masses, 
and establish an iniernal restriction mechanism. All 
localities and departments should conduct inspection on 
the implementation of the system of making working 
procedures and work results visible to the public and 
subjecting them to the supervision of the masses in the 
course of correcting unhealthy trends in various trades 
and professions, should find loopholes and weak links in 
the implementation of this system, and should formulate 
measures, on the basis of these loopholes and weak links, 
to improve the economic environment and rectify the 
economic order. We should strengthen the internal 
restriction mechanism by dividing up powers, doing 
management work in turns, and taking turns on posts so 
as to prevent the emergence of the problems of abusing 
power to seek personal gain, extorting money, creating 
obstructions, and taking bribes 
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Song Hantiang Presents Xinjiang Work Report 
VOC M03 798 Urumqi XINJIANG RIBAO in Chinese 
17 Jul 90 pp i, 4 


{Article by reporter He Ruilan (0149 1843 5695): “The 
Third Xinjiang Autonomous Regional Party Commitice 
Holds | Sth Enlarged Full Session—Tom or Dawamat 
Presides and Song Hanliang Presents Work Report on 
Behalf of the Autonomous Regional Party Committee’) 


[Text] XINJIANG RIBAO Urumqi News—The 15th 
full session (enlarged) of the third autonomous regional 
party committee was convened in Uruma@i on the 
morning of 16 July 


The main task of this meeting is to continue to act in the 
spirit of the Sixth Plenary Session of the | 3th party 
Central Committee and review the work accomplished 
in the first six months of this year and to plan the tasks 
of the neat 6 months. The emphasis is on examining and 
deliberating the autonomous regional party committee's 
implementation of the “CPC Central Committee's Deci- 
sion on Strengthening the Ties Between the Party and 
the Masses” to reinforce party construction and forge 
closer flesh-and-blood ties to the masses. It will also 
focus on reviewing the experience and lesson of the 
Baren Village armed counterrevolutionary rebellion and 
the efforts to ensure continued stability. The session will 
also deal with the continued rectification and improve- 
ment process, the general policy of thorough reform, and 
efforts to accomplish this year’s economic tasks. 


Tomur Dawamat, deputy secretary of the Xinjiang 
autonomous regional party committee, presided over 
yesterday's meeting 


Wang Enmao, vice chairman of the CPPCC [Chinese 
People's Political Consultative Conference] Nationali- 
ves Committee and chairman of Xinjiang’s Advisory 
Committee, Janabil, Li Shoushan [2698 1108 1472), 
Amudun Niyaz, Z>ang Sixue [1728 1835 1331] and 
other Xinjiang party and government leading comrades 
also attended yesterday's meeting 


Song Hanliang, secretary of the Xinjiang Autonomous 
Regional CPC Committee, delivered the work report 
entitled, “Continue To Act in the the Spirit of the Sixth 
Plenary Session, Further Ensure Stability, and Strive To 
Fulfill This Year's Tasks.” The “Report” is divided into 
four parts: 1) On the achievements of the first six 
months, 2) on the thorough implementation of the Sixth 
Party Central Comniittee’s “Decision” and forging even 
closer ties to the masses, *) on drawing a lesson of blood 
and fire from the Baren Village rebellion and on the 
determined effort to ensure Xinjiang’s stability, 4) on 
furthering the rectification and improvement process, 
implementing the general policy of thorough reform, and 
fulfilling the economic tasks of the next six months by 
every possible means. 
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In his report, Song Hantiang pointed out that, in the first 
sik months of this year, the autonomous regional party 
committee heeded the demands of the party Central 
Comm \tiee regarding party work in 1990 and focused on 
three areas: To convey and implement diligently the gist 
of the Sixth Plenary Session and further strengthen party 
construction and forge closer Nesh-and-blood ties to the 
people, to implement with enthusiasm the general policy 
of putting stability above all else and concentrate 
resources on ensuring stability, striving to maintain the 
autonomous region's political and social stability, to 
continue to pursue rectification and improvement, 
implement the general policy of thorough reform, and 
sirive to accomplish the economic tasks. After six 
months’ hard work, much has been accomplished in 
these three areas, and efforts in relating projects have 
also produced results. The autonomous region's overall 
political and economic situations are promising 


Song Hanliang pointed out in his report that the “CPC 
Central Commitice’s Decision on Strengthening the Ties 
Between the Party and the Masses” is an important piece 
of Marxist document. It is nich in content and clear-cut 
in specifying the duties and measures. During the imple- 
mentation process, the important points should be 
emphasized and carried out diligently In the next six 
months, emphasis should be put on studying the gist of 
the Sixth Plenary Session of the | Mh party Central 
Committee, on understanding even better the need to 
strengthen party construction and forge closer ties to the 
masses, and on building an honest government and 
fighting corruption. He urged sending cadres deep into 
the grassroots level to mingle with the people and tq go 
all-out to work for the people. Starting with the leading 
organs and leading cadres, every organ and every cadre 
should learn from Comrade Jiao Yulu [3542 5940 4389] 
and set an example every day and everywhere and be the 
role model in strengthening the ties between the party 
and the masses. 


Song Hanhang pointed out in his report that although 
the Baren Village armed counterrevolutionary rebellion 
has been put down, the incident is still a profound lesson 
and a vivid lesson on class struggle which lets us see even 
more clearly what the greatest threat to Xinjiang’s sta- 
bility really is and makes it unequivocal that stability ts 
our primary goal. He urged us to review carefully the 
experience and lesson of the Baren Village incident and 
to work diligently on the following five areas in the next 
six months and well into the future to further stabilize 
Xinjiang: Firmly establish the guiding ideology that 
nationality splittism is Xinjiang’s greatest danger, make 
a clear-cut stand in struggling against foreign and 
domestic nationality splittism, and implement the 
party's policy toward religion and crack down on illegal 
religious activities; strengthen national unity and protect 
the country’s integrity, strengthen party organization at 
the grassroots level and the performance of the basic 
tasks; in order to ensure stability, the cadres must play a 
key role, and in preserving the nation’s integrity and 
strengthening national unity, cadres of all nationalities, 
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especially leading cadres, must take a firm, clear-cut 
stand at the forefront of the struggle against nationality 
splittiam 


In his report, Song Hanliang pointed out that the eco- 
nomic tasks during the next six months will be form 
dable and that we must further implement the general 
policy of rectification and improvement and thorough 
reform, make the utmost effort to grasp the crucial 
measures, strive for the 13th straight year of bumper 
harvests in agriculture and livestock-raising, guarantee a 
reasonable rate of industrial growth and increase in fiscal 
income, and strive to fulfill this year’s national economic 
plan. He said that improving agricultural and livestock 
production and striving for the 13th straight year of 
bumper harvests are the major economic tasks in the 
next six months. He urged that all localities and depart- 
ments be resolute in fighting natural disasters and be 
prenared to fight drought and prevent floods, frost, pests, 
and natural disasters and to be fully prepared for the 
unexpected. He said that the difficulty of the economic 
tasks in the next six months lies mainly im industrial 
production and that the localities and departments must 
implement diligently the relevant documents handed 
down by the autonomous regional party committee and 
put every measure into practice. He urged party commit- 
tees and governments at all levels to focus on the 
financial tasks and asked the financial departments to 
help enterprises strengthen their internal management 
and adjust the product mix in an effort to reduce loss and 
increase profit, sort out all payments due the govern- 
ment, and strengthen tax collection and management 


More than 800 people, including autonomous regional 
party committee members and alternate members, mem- 
bers of the regional Advisory Committee, party Disci- 
pline Inspection Committee, the Standing Committee of 
the regional People's Congress, and the regional people's 
government, leading CPPCC members, leading party 
members, cadres in charge, and veteren comrades of the 
prefectures, autonomous prefectures, cities, counties, 
departments, committees, offices, bureaus, colleges and 
universitics, and mass organizations, and leading com- 
rades of the Production and Construction Corps at 
above corps-level, attended the meeting 


Xinjiang CPC Committee Discusses Work Report 


YOCMO0379A Urum@t XINJIANG RIBAO in Chinese 
19 Jul 90 pp 1, 3 


| \rticle by reporter He Ruilan (0149 3843 5695): “The 

ull Enlareed Session of the Regional Party Committee 
triolds Group Discussion of Song Hanliang’s Work 
Report’] 


[Text] XINJIANG RIBAO Urumqi News—On the after- 
noon of the 17th [of July], delegates of all nationalities 
attending the | Sth full (enlarged) session of the third 
autonomous regional party committee began an inten- 
sive group discussion of Comrade Song Hanliang’s work 
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report submitted on behalf of the regional party com 
mittee and tried to relate the report to their own locall- 
ties and departments 


The delegates spoke up enthusiastically and expressed 
their opinions without reservation, They agreed that the 
“Report” integrates theory and practice in summing up 
the way the regional party committee acted in the spirit 
of the Sixth Plenary Session of the party Central Com- 
mittee during the first six months of this year, reviews 
the experience gathered in the effort to stabilize Xin- 
jiang’s situation, and specifies the tasks for the next six 
months as guided by the spirit of the Sixth Plenary 
Session. They agreed that the measures proposed in the 
report on maintaining political and social stability, 
improving party Organization, and ensuring economy 
development are both realistic and effective and that the 
report will have significant impact on guiding the 
region's work in different areas 


The delegates approved of the autonomous region's 
performance in the first six months of this year and gave 
it high marks and were of the opinion that the autono- 
mous region party committee was in complhance with 
the party Central Committee's instructions with regard 
to this year’s party work and started out with Xinjirang’s 
CONGITIONS IN giving priority to conveying and acting in 
the spirit of the Sixth Plenary Session of the party 
Central Committee. They felt that the autonomous 
region party committee implemented with enthusiasm 
the general policy of putting stability above all else and 
stressed work that ensured stability, especially in its 
quick and decisive action to put down the Baren Village 
armed counterrevolutionary rebellion. They agreed that 
the region followed through with the three tasks of 
rectification and improvement. deepening the reform 
process, and performing its economic tasks diligently 
with a clear and unadultarated guiding ideology and that 
che region focused on the important and produced 
outstanding results. The delegates also agreed that today 
the autonomous region's society 1s stable, the people are 
united, the economy ts growing, and the outlook 1s good 
They lauded party and government leaders of the auton- 
omous region who spearheaded visits to the grassroots 
level to make careful studies and set a good example tn 
improving party and government work style Everybody 
was confident that the next six months would be a 
success too 


During the group discussions. the delegates carned on 
heated discussions about drawing lessons from the Baren 
Village incident and working relentlessly to stabilize 
Xinjiang. Everybody agreed that although Baren V1!- 
lage’s armed counterrevolutionary rebellion has been 
quelled, the incident ts a profound lesson and a vivid 
lesson on class struggle which lets us see clearly what the 
real threat to Xinjiang’s stability was and makes it 
unequivocal that stability must be our goal. Baren V1l- 
lage's struggle has proved beyond doubt that the conclu- 
sion that “nationality splittism is Xinjiang’s greatest 
threat” is correct. The delegates agreed that from now 
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on, Xinjiang must firmly establish the idea that nationality 
splittisny 16 118 greatest threat and take a clear-cut stand in 
its resolute struggle against foreign and domestic nation- 
ality splittism and that to fail to see this point in a 
clear-headed manner will be a big mistake. Everybody 
agreed that the splittist elements, in order to achieve their 
goal of dividing the fatherland, have always hidden behind 
their national and religious garbs while hoisting their 
“Eastern Turkistan” and “Revive Islam” banners, they are 
extremely provocai ve and deceptive. The delegates sug- 
gested that the struggle against nationality splittism must 
begin with widespread and in-depth countersplittism edu- 
cation of the cadres and people of all nationalities in the 
towns and villages to expose completely the reactionary 
nature of the nationality splittist elements. Special atien- 
tion must be paid to the struggle against nationality 
splittism in the ideological realm to strengthen our defense 
against infiltration and subversion. 


In their speeches, the delegates pointed out that Xinjiang 
is a multinationality and a multireligion region. There 
are serious problems in Xinjiang's religious domain 
today which must not be overlooked. For example, there 
is growing zealousness in religion in the villages, which is 
fettering the masses’ thinkings and behavior and cor- 
rupting the party organizations and the contingent of 
cadres. Religion is snatching the younger generation 
away from us and is a growing problem. Religion’s 
long-abolished special feudal privileges and system of 
oppression and exploitation have to different degrees 
been restored in many areas. There is recurring religious 
interference in state administrations, judicature, culture, 
education, marriage, and family planning. Party com- 
mittees at all levels must make every effort to provide 
stronger leadership on religious matters, they must 
respect and protect with conviction the masses’ right of 
religious freedom and participation in norinal religious 
activities at all times, but they must also respect and 
protect with conviction the masses’ freedom not to have 
religious beliefs nor to take part in any religious activity. 


The delegates expresse’ that, in grasping the essence of 
the “Report,” there is ai.” a need to take into consider- 
ation local conditions, to do a better job of forging 
national unity, to strengthen the grassroots party organi- 
zations and primary level political power structure, to 
strengthen their position on the rural ideological and 
cultural fronts, to make every effort to accomplish the 
next six months’ economic tasks as well as this year's 
missions, and to make a significant contribution toward 
stabilizing the autonomous region's overall situation. 


PLA Nurtures Relationship With Kazakhs in Xinjiang 


VOC M04044 Urumqi XINJIANG RIBAO in Chinese 
31 Jul 90 p 3 


[Article by correspondents Yuan Diyi (5913 2769 0001), 
Zhu Xinhian (2612 2450 $571), and Zhu Biyi (2612 1801 
5030): “Harmony” ] 


[Text] This was an affair that will hardly be forgotten 
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On that certain day, some Kazakh herdsmen from near 
Xinyuan Farm in the Xinjiang Military District rode in 
to buy things at the military post exchange, but it 
happened that a quarrel arose with one of the sales clerks 
about a box of shoe polish. A soldier took up the quarrel 
and blackened the eye a herdsmen named Shadati. The 
other Kazakh herdsmen, seeing that one of their com 
rades had come to grief, immediately left the post 
exchange and with much shouting jumped on their 
steeds, they had witnessed a brawl about which they 
could do nothing anymore. 


Just at this juncture, a cadre from the farm rushed to the 
scene, Without further words, he took the soldier who 
had struck the Kazakh to his office and also asked the 
herdsmen to come to his office. He had the doctor of the 
health station bind up Shadati's wound, and severely 
criticized the soldier who had struck the Kazakh, 
ordering the soldier to immediately apologize to Shadati. 
After the soldier had, right then and there, apologized to 
Shadati and Shadati's wound had been carefully ban- 
daged, the leading cadre of the farm still did not consider 
the case closed. On the contrary, he gave orders for an 
emergency mer'ing of all farm personne! and had the 
event at the post exchange reported to all present. All 
soldiers and officers were admonished to always bear in 
mind the PLA’s [People's Liberation Army] three main 
rules of discipline [obey orders, don't take things from 
the masses, turn in anything confiscated or captured] 
and eight points for attention [speak politely, pay for 
what you buy, return what you borrow, pay for damages, 
don't hit or insult people, don't damage crops, don’t take 
liberties with women, don't ill-treat captives], to always 
remember that the Army and the people are as insepa- 
rable as fish and water, and to always remember the 
unity of all ethnic groups throughout the country. The 
speech by Xinyuan Farm's leading cadre, given on the 
drill ground in front of all soldiers and officers, was also 
witnessed by Shadati and his companions, which helped 
to gradually dispel their hard feelings. On hearing of the 
event, the village cadre also hurried to the scene to be of 
help to the herdsmen, in the end the affair was most 
peacefully resolved. 


Xinyuan Farm lies on the Gongnais: River, and around 
it are Musi village in Nileke County, Hujiertai village. 
the Aketasi stock farm, and the farm of the 72d Regi- 
ment. Whether the farm and the nearby villages and 
farms can maintain good relations is, strictly speaking, 
the important precondition that determines whether the 
farm can indeed stand its ground. After 1983, a solution 
had been found to the quarrel! about the land of this farm 
and the land belonging to the peasants and herdsmen in 
its neighborhood. The leadership of the farm drew a 
lesson from its bitter experience and became aware that, 
in the relations between the military and the masses of 
ethnic groups inhabiting the land, it 1s not only a matter 
of merely being nice on New Year's Day and other 
festivals and giving them some presents, things like that 
can only gain some superficial “solidarity” in exchange. 
Relations of this kind cannot last and would be unable to 
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stand a test. Truly enduring relations must be built on a 
foundation of sincerity. Only by regarding the masses of 
ethnic groups that inhabit the land as if they were 
members of one's own family, and by adhering to this 
attitude year after year to the end, will it be possible to 
gain their trust, to earn acceptance by the masses in all 
sincerity, and will the military become in all reality “the 
people's own army.” 


For several years, Xinyuan Farm has acted along these 
lines. When the masses of the local herdsmen had 
difficulties with drinking water supplies, whole compa- 
nies of soldiers went into action, built water reservoirs, 
laid water pipes, and conducted water from the moun- 
tains right down to the doorsteps of the herdsmen, When 
the herdsmen moved on to other areas and found them- 
selves short of manpower in some places, the soldiers 
helped them out with trucks to move men and materials. 
In winter, when some herdsmen and their cattle were 
trapped in the mountains by heavy snow, soldiers of the 
military contingent braced wind and snow to send them 
foodstuffs and hay. During the planting season in spring, 
the military would supply the sedentary herdsmen with 
improved varieties of seed, chemical fertilizer, and 
would allow them the use of farm mechinery. In early 
summer, when floodwater overflowed the main canals in 
some places, the military stopped work on their own land 
to help mend breaches. When the wall of the animal 
husbandry school collapsed, bricklayers from the Army 
arrived and carried out repairs even before the villagers 
had time to start on repairs. When herdsmen fell sick, 
they would at any time call on the services of the military 
medical station, and regardless of storm or snow, in 
daytime or at night, doctors would respond to their call. 
In cases of serious sickness, the military doctors and 
nurses would stay with the patient and care for him until 
he was out of danger. If the military contingents, the 
cadres, and the soldiers are to be truly blameless in their 
conduct toward the masses inhabiting a given area, the 
troops must maintain iron discipline. Although Xinyuan 
Farm is a production unit, it is second to none compared 
with other military units in strict military discipline. The 
actual iand of the farm is only one kilometer from scenic 
Gongnaisi River, and every year in spring nearby .ocal 
schools arrange excursions to the river bank, which 
allows Xinyuan Farm to respond in the following 
manner: All springtime excursionists are treated with 
warm friendship, and al! necessary facilities are extended 
to them. The farm's own cadres and soldiers are strictly 
forbidden to use the river bank as playground, any 
offender against this prohibition will be incarcerated for 
eight days. The strictness of this military order is a 
matter of awed surprise to the people, and a matter 
equally admired by the people is the excellent public 
order and security maintained in the area of the farm. It 
is said that in all the years that the farm existed not even 
one chicken was ever lost, and there was of course also 
not one instance of molestation of the local population 
by cadres or soldiers. 


The Kazakh people, who are the main ethnic group 
living around Xinyuan Farm, are truly friendly and 
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trusting. All men of the PLA regard the masses as if they 
were members of their own family, and would there be 
parents, brothers, and sisters that would not love their 
own blood relations? The main road to Xinyuan Farm 
had originally been a dirt road, impossible to use in rain 
or snow. Motorcars would sink in and could be extracted 
only by the efforts of six oxen and two tigers.” The farm 
then decided to build a new road with an asphalt top, but 
the new road would have to take up land belonging to 
Musi village. Musi village is newly established and is 
comparatively poor. For years, they had petitioned mght 
up to the Central Committee for this land to be retained 
by them, how would they now lightly yield the land? The 
farm leadership, although intent on building the road, 
found it difficult to reopen the subject. When the Musi 
village cadre and people heard of this matter, they, 
unexpectedly, promptly decided that whatever land 
would be necessary for the road construction by the 
military could be had for that purpose, and that Musi 
village would not charge a penny for the land! 


The land of the farm is right next to the local stock farms, 
and when cattle come down from their summer pastures, 
it easily happens that they stray into farmland and 
damage crops. When this happens, the instructions to the 
soldiers guarding the crops are: You may only drive the 
cattle away, but must never beat the animals. When it is 
really impossible to get some of the animals out, the 
soldiers are to bring the cattle back to the farm, where 
they should be fed, while ways should be found to notify 
the owners to come and take their cattle away. The 
military have observed this procedure for all these years, 
and have never allowed any untoward incident to 
become a cause of discontent for cadres in the neigh- 
boring villages and farms. Where else can other people's 
cattle chew on one’s crops and still be fed, rather than be 
treated otherwise? They would in the end be fined. If the 
local cattle chew on the crops of the military farm, the 
military would not fine anybody, the local authorities 
would themselves impose fines. 


The more instances of courteous behavior there are, the 
deeper the friendly feelings among those concerned. 
Whenever weddings or circumcisions are celebrated in the 
herdsman families of the ethnic groups near Xinyuan 
Farm, PLA soldiers are invited as most honored guests. 
Furthermore, when there is a sports event in a village or at 
a farm, it is worrisome that peddlers from all over the place 
congregate and may sell hard liquor at the sports grounds, 
which may lead to disturbances when people get drunk. It 
is therefore forbidden, under pain of severe fines, for sales 
carts to enter the areas of the tournaments. However, an 
exception is made for the sales carts of Xinyuan Farm 
because the masses have trust in the military. 


As the years have gone by, there has been a fundamental 
change in the relation between the military and the 
civilian population and in the unity between different 
ethnic groups. Last year, Xinyuan Farm made a profit of 
540,000 yuan, this year the plan provides for a profit of 
1 million yuan. The sentiment that is uppermost in the 
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hearts of the farm leadership is: If we did not have the 
support of the local masses, what profits could we 
possibly make”? 


Wang Enmao Supports Work on Xinjiang CPC History 


9OCMO040S5A Urumqi XINJIANG RIBAO in Chinese 
3 Aug 90 pp 1, 3 


[Report: “Speech Given by Wang Enmao (3769 1869 
5399) on | August 1990 at the Uygur Autonomous 
Region Party Historiography Work Conference”) 


[Text] Comrades: First of all, my greetings and respects 
to all present who are engaged in compiling party history 
and in compiling the party history of the entire Xinjiang 
region! The present Autonomous Region Party Histori- 
ography Work Conference projects the spirit of the 
All-China Symposium of Leading Cadres in Depart- 
ments Engaged in the Compilation of Party History. The 
present conference has reviewed past compilations of 
party history in the autonomous region, has exchanged 
experiences, and has discussed future work and made 
arrangements for such work of future party historiog- 
raphy in the autonomous region. We have just listened to 
the significant speech by Comrade Song Hanliang, an 
excellent speech indeed. A few days ago, Comrade Jan- 
abil also gave a very important speech, which was also 
excellent. Comrade Fu Wen [1381 2429] reviewed all 
historiographic work on the party done since the last 
party historiography work conference of the autonomous 
region, and discussed ideas concerning future work in 
party historiography of the autonomous region. All these 
speeches were excellent, and | agree with all of them. 


With the keen interest shown by the CPC Central Com- 
mittee and being guided by the party historiography 
departments of the central authorities, also working 
under the leadership of the party committee of the 
Xinjiang Autonomous Region and of the party commit- 
tees at all other levels in the autonomous region, having 
enjoyed the solicitude and support from many senior 
party members, and due to the assiduous efforts of those 
actually compiling the party history in the autonomous 
region, party historiography in the autonomous region 
has accomplished great achievements. The work of col- 
lecting and collating material on party history, particu- 
larly for Xinjiang's democratic revolutionary period, has 
been basically completed. The organizational history of 
the party in the autonomous region has been written, a 
book of 170,000 characters has been set in type and 
submitted to higher authority for inspection, compila- 
tions in their own name comprise almost | million 
characters. A List of Important Events Concerning the 
Xinjiang Communist Party During the Socialist Era has 
been compiled, and the first section, from 1949 to 1966, 
of this list of important events has already been finished 
in manuscript form by the party school of the autono- 
mous region. Material for the period from the Cultural 
Revolution to 1985 has also basically all been collected 
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and 1s now in the process of being written up. Compila- 
tion of the important events of party history in the 
prefectures, zhou administrative districts, municipali- 
ties, and counties during the socialist era is all ready in 
initial manuscript form, and parts of it have already been 
officially published. As to the collection of documentary 
materials, what has been collected so far are documents 
of the central authorities relating to the Xinjiang ques- 
tion, collection of all documents of the Northwestern 
Bureau concerning the Xinjiang question and collecting 
and collating documents of the Xinjiang Subbureau of 
the CPC Central Committee and of the Xinjiang CPC 
Committee for the period from 1949 to 1965 have been 
completed. Collection of some specialized material 
relating to the history of the Xinjiang party during the 
socialist era has initially been completed, as have colla- 
tion and compilation of this material. Over 10 types of 
collectans of party history have been consecutively pub- 
lished, as have 37 issues of XINJIANG DANGSHI 
GONGZUO TONGXUN [XINJIANG PARTY HIS- 
TORIOGRAPHY NEWS). Material entitled Struggle 
Against Ethnic Divisiveness in Xinjiang History was also 
compiled for internal circulation, clarifying certain left- 
over problems in Xinjiang history. In addition, TV films 
on party history were prepared, entitled The CPC's 
Struggle in Xinjiang During the Period of the New Dem- 
ocratic Revolution, and Peaceful Liberation of Xinjiang, 
cadres were induced to write their memoirs and reminis- 
cences, and various commemorative meetings and aca- 
demic discussion meetings have been held. All these 
activities had a positive effeci by propagating and extol- 
ling the glorious tradition of the party. Gradually, a 
working organization in three levels was set up and 
perfected for party historiography, for which work a 
well-qualified contingent of party historiographers was 
provided and built up to work out and accumulate 
certain experiences in party historiography. Thus, an 
excellent foundation was laid for future continued 
autonomous region party historiography. All these must 
ve counted as positive achievements. Of course, we have 
also to recognize that the work of party historiography 
for Xinjiang has by far not yet been completed, the task 
is heavy, and a large amount of work has to be done. The 
total contingent working on party historiography ts still 
insufficient in strength and cannot adequately meet the 
needs of party historiography that still has to be accom- 
plished. There are also some party committee secretaries 
at various levels who do not attach due importance to 
party historiography. All these problems must be prop- 
erly resolved. 


It is now already 69 years since the CPC was born on | 
July 1921, and it will be exactly 70 years on | July next 
year. The CPC 1s a great, glorious, and well-founded 
party, it enjoys high prestige and has a wide and powerful 
influence at home and abroad, but so far no well-written 
part. history has ever been compiled. This is now the 
great undertaking that all members of the party are 
concerned about and are urgently looking forward to, an 
undertaking that simply has to be accomplished 
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The leader of the CPC, Comrade Mao Zedong, had 
always attached importance to the compilation of a party 
history and has frequently expressed the intention of 
having a good party history compiled. He had actually 
set up a party historiography commission and appointed 
Comrade Dong Biwu [5516 1801 2876) as chairman of 
the compilation commission. Unfortunately, the party's 
leader, Comrade Mao Zedong, and his close comrades- 
in-arms, the older generation of proletanan revolution- 
aries such as Zhou Enlai, Liu Shaoqi, Zhu De, Dong 
Biwu, and other comrades, have all passed away, and the 
writing of a good party history has never been carried 
out. At present, as long as some of Comrade Mao 
Zedong'’s close comrades-in-arms and members of the 
old generation of proletarian revolutionaries, such as 
Deng Xiaoping, Chen Yun, L: Xiannian, Peng Zhen, and 
other comrades, are still alive and in good health, we 
should seize the opportunity to compile a good party 
history. It 1s an extremely urgent, extremely important, 
extremely pressing matter that brooks no further delay 
and must not be put off. 


The CPC is a proletarian political party armed with 
Marxism-Leninism and Mao Zedong Thought. In the 
early years of party building, the party consisted of 
communist cells of only somewhat over 10 persons or a 
few scores of people each. Now, it has become the 
world’s largest political party with a membership of 4.9 
million, and it leads a large country of |.1 billion people. 
It is a party that has undergone tempering, as steel is 
tempered, in a series of revolutionary struggles: in the 
first revolutionary civil war, the second revolutionary 
civil war, the War of Resistance Against Japan, and in 
the war of liberation. It is a party that has abundant 
experience in leadership and in conducting revolu- 
tionary war. The party has been successful in the greatest 
and most sweeping revolution in the history of China, 
the new democratic revolution. Later, the CPC engaged 
in the great socialist revolution, in socialist construction, 
and in reform and opening up to the outside world, 
thereby accomplishing unparalleled achievements. The 
party has consistently upheld Marxism-Leninism and 
Mao Zedong Thought, and has exceiled in integrating the 
universal truth of Marxism with the specific realities of 
the Chinese revolution. With its correct program, correct 
orientation, principles, and policies of Marxism, the 
party has directed revolution and construction, all 
leading toward victory. The CPC has as its purpose 
wholehearted service to the people of all ethnic origins, 
and precisely because this is so, the CPC is very closely 
linked to the masses of all the various ethnic groups, and 
also enjoys the protection and support of the peoples of 
all the various ethnic groups. This is the source from 
which the CPC draws its strength to gain victory in 
revolution and in construction. The CPC has committed 
historical errors in revolution and in construction and 
has gone tortuous ways, but the CPC is armed with the 
weapons of criticism and self-criticism, has the spirit of 
criticism and _ self-criticism—particular that of self- 
criticism—which is a unique phenomenon among polit- 
ical parties, and which is also the reason why the party 
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can rectify its mistakes, correct its onentation, and 
advance toward victory. The CPC was utterly fearless, 
unafraid of imperialism, unatraid of the formidable 
strength of Chiang Kai-shek's reactionary KMT [Kuom- 
intang] forces, and is unafraid of all enemies at home and 
abroad. No enemy can subjugate us, but would only be 
subjugated by us. The CPC dares to struggle and dares to 
win. The CPC has the most indomitable proletarian 
revolutionary spirit, it 1s not the least afraid of difficul- 
ties and hardships, and excels in enduring arduous 
struggle and in overcoming difficulties. There is no 
difficulty that can crush us, they will rather be crushed by 
us. In arduous struggle and by overcoming all difficul- 
ties, the CPC will advance toward victory. During the 
new democratic revolution aid during the socialist rev- 
olution and socialist construction, the CPC has accumu- 
lated abundant experiences, and tere is no political 
party in the world that has as abundant a measure of 
experiences. Compiling a good history of the CPC and 
summing up the historical experiences of the CPC ts not 
only of the utmost significance for guiding China's 
socialism toward victory, but also of the greatest signif- 
icance for guiding socialism throughout the world 
toward victory. As of today, when imperialism and 
Western reactionary forces preach that communism will 
not work and socialism will not work the CPC firmly 
upholds socialism, has firm confidence in the victory of 
socialism, and is firmly advancing along the socialist 
road toward victory. 


This firm confidence in the victory of socialism and the 
CPC's steadfast advance along the road of socialism has 
an immeasurably strong political impact on al! the 
peoples of the world. If the CPC, with its membership of 
4.9 million leading a population of |.! billion, firmly 
adheres to socialism in carrying out socialist construc- 
tion, there is not only great hope for China’s socialist 
victory, but also great hope for socialist victory 
throughout the world. When the CPC led armed struggle 
and established a revolutionary base at Jinggangshan, it 
raised the red flag at Jinggangshan, and as long as that 
red flag was not hauled down at Jinggangshan. there was 
great hope for victory in the Chinese revolution. In the 
same way, China is now not hauling down the socralist 
banner, and that signifies great hope for victory in the 
world’s socialist undertaking 


The Xinjiang party organization is part of the party 
organization of the whole country. A good writeup of the 
entire country’s party history must include a good his- 
tory of the Xinjiang party, as this would be an absolutely 
essential component of any good party history of the 
entire country. A badly written history of the Xinjiang 
party would spoil the quality of the history for the entire 
party. A history of the entire country’s party cannot leave 
out the history of the party in Xinjiang. Without the 
history of the Xinjiang party, the party history for the 
entire country would be incomplete. It 1s therefore a task 
that we must not shun to write a good history of the party 
in Xinjiang, we simply have to write it well 
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Conditions in Xinjiang are unique, as the region is 
inhabited by different ethnic groups. In ite work in 
oreo: a yan inhabited by “different ethnic groups, 

ty in working in suitably 
adapted special ways Taking Ninjang's actual cond). 
tions into account, implementing the party's political 


line, principles, and policies, and implementing the 
party's policies regarding ethnic minorities, a good 
job of working with the ethnic minorities and of solving 
their problems, is of greatest significance not only for a 
resolution of problems with ethnic minorities 
th t China, but also of a certain importance and 
signs for all countries of the world in their efforts 
to properly resolve their problems with ethnic minori- 
ties. A good compilation of the history of the Xinjiang 
party is therefore very important 


During the new democratic revolution, the party carned 
oul revolutionary activities in Xinjiang, but did not, 
from top to bottom, set up a party organization. It was 
when decisive victories were won throughout the country 
and in the liberation of the people of the North ow ond 
only after the CPC Central Committee and chairman 
Mao ordered the 2d and 6th Corps of the Ist Field Army, 
led by Comrade Wang Zhen, to enter Xinjiang and 
liberate Xinjiang, that a party organization was set up in 
Xinjiang from top to bottom. Comrades who under 
Comrade Wang Zhen entered Xinjiang and who entered 
Xinjiang in the early period of Xinjiang’s liberation had 
been in leadership positions in the Xinjiang party and 
Participants and witnesses to party building and party 
work. The fact that they are still around presents a good 
opportunity for wring a good Xinjiang party history. 
However, these comrades are now old, and as time goes 
by there will be fewer and fewer of them. We must take 
the task of compiling the Xinjiang party history firmly in 
hand at this time when they are still around and must 
under no circumstances allow the opportunity to pass 
unused. The Xinjiang party history must be compiled by 
this generation, it must not be handed to the next 
generation, as it is a mission that history has entrusted to 
us. If our generation were not be able to accomplish this 
mission, and were to hand it to the next generation to 
accomplish, it would be a betrayal by our generation of 
the histoncal mission that was placed on our shoulders. 


During ‘he period from 1982 to today, China's party 
histor.ography has accomplished great achievements. 
On the bases of these achievements, we must now con- 
tinue to exert ourselves and successfully accomplish the 
task of compiling the history of the Xinjiang party. We 
must first complete the history of the Xinjiang party 
during the penod of the new democratic revolution, and 
.:0n complete the history of the Xinjiang party during 
the period from 1949 to 1990. As there is a continuous 
development of the party history, we shall continue to 
carry on and continuc compilation of party history. 
There is the theory of cont’nuity of history and also the 
theory of developmental siages, and we must first of all 
complete the Xinjiang party history for this stage. The 
organizational history of the party has now already been 
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written, bul we Must continue to solicit opinions, to get 
the manuscript into final form. The eed Shy oy = 
events during the socialist period from 1949 to 1965 has 
already been written, so thal a list of important events 
for the period from the Cultural Revolution to 1990 
must now also be compiled Completion is still required 
ns oe oy material on party history for the 
socialist — not yet been completely collected, 
collated, edited, and published 11 is also still necessary to 
y nee lt is on the sof 


y select, edit, and ish the party's 
these four sections of Xinjiang party historical 
that we will complete compilation and publication of the 
Xinjiang party history. 


In compiling the hi of the Xinj 

uphold the principle of Marxist h 

- have Marxist historncal materialiom guide the work 
co—. the party history. First, we must realisti- 


i 


f 


party we must 
matenaliem 


cally reflect Se history, Realistically 
reflecting all ume pay history requires the com- 
prehensive collection of all matenal on party history. 


Without comprehensive material on party history, it 
be very difficult to realistically and accurately 


i 
: 
7 


irrecr ncilable 


Succc.: 'n party histonography hinges on the guidance 
provided by party committees at all levels. Party com- 
mittees at ail levels must enhance their guidance of party 
histonography and must place party histonography on 
the agenda of party committees, allotting a certain time 
to the discussion of party historiography. Cadres in 
mayor leadership positions must emphatically pursue the 
task of party histonography. We must strengthen the 
organization for party histonography. Should this orga- 
nization be called the Party Histonography Commission 
or any other name? In the autonomous region it is 
presently called the Party Historiography Commission. | 
agree that all of Xinjiang should be combined together, 
and in the prefectures, zhou administrative districts, 
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municipalities, and counties the name should be Party 
Histonography Commission. As to its offices, the ques 
tron whether to call them party historiography offices or 
offices of historical records, should be decided according 
to the particular circumstances, It is also possible to have 
separate party historiography offices and offices for the 
compilation of local annals, or they may be combined, or 
it 18 also possible to have two separate signs hung up in 
one and the same organization Strengthening the orga- 
nization requires strengthening the cadre contingent 
Party committees at all levels chall delegate for work on 
party istorugraphy onl, comrades that are well qual. 
fied for this work. If it 1s impossible to authorize a larger 
establishment for the party historiography contingent, i 
might be possible to mobilize and organize old comrades 
for the work as volunteer workers in party historiog 
raphy, and to grant them appropriate relief should they 
have some difficulties in contributing their services. For 


effective party historrographic work there are also some 
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material and technical preconditions Sufficient oper 
ating capenses must be allocated for this work, and it 
must be provided with the necessary office space, office 
equipment, and so on 


Work on the party historiography of the Xinpang Uygur 
Autonomous Region has already accomplished great 
achievements. If the party committees at all levels would 
only, on the foundation of these achievements, enhance 
their guidance of party historiography, strengthen the 
party historiography organization, strengthen the party 
historiography work contingent, resolve the difficulties 
that party historiography work is still encountering, and 
mobilize and organize old comrades for participation in 
this work, | am confident that the party historiography 
work in the autonomous region will accomplish even 
greater achievements and will certainly successfully 
accomplish the task passed on to us by the CPC Central 
Committee of compiling the party history of the region 








#2 PRC MEDIA ON TAIWAN AFFAIRS 


LIAOQWANG Analyzes Taiwan lavestment 
Pattern in PRO 

WH hO290A Hong Kong LIAOWANG (OUTLOOK) 
OVERSEAS EDITION in Chinese No 23, 4 Jun 90 p 21 


{Article by Li Fei (2621 7246)) 


[Text] The pace of large numbers of Taiwan businesses 
investing in the People’s Republic of China (PRC) has 
obviously quickened in recent months 


Crenerally, this investment pattern shows three marked 
characteristics 


The first is its regional concentration Distribution of 
Taiwan invesiments is concentrated most!» in opened. 
up special zones along the seacoast. From 1981, when 
the first Taiwan investment was made, to the end of 
1989. the PRC has attracted Taiwan investments in 
more than | 006 items valued at more than $1 billion 
Take the focal areas of their investments. for example 
The chief concentration of investments was found in 
Xiamen (about 40 percent of total investment). next, in 
Shenzhen (10 percent) and Guangzhou (10 percent), and 
taking up the rest, other opened-up cities and special 
zones such as Zhuhai, Quanzhou, Zhangzhou, Fuzhou. 
Shantou, Haikou, Ningbo, Nanjing, Dalian, and 
Qingdao Ranked by size of the areas attracting invest. 
ments from Taiwan. Fujian Province, which received 
about 60 percent of the investment capital, was the 
largest. followed by Guangdong Province with about V0 
percent. The remamuing 10 percent was dispersed among 
cities and provinces such as Hainan, Zhejiang, Jiangsu 
provinces, Shangha). and Shandong and Liaoning prov- 
inces, all located along the seacoast. Enterprises backed 
by Tarwan investments were also found further inland. 
in provinces such as Anhus, Jiangxi, Sichuan, Hubei and 
Hunan. though in proportionately much smaller num- 
bers. The pattern of future Taiwan investment in the 
PRC will see capital going from an increasing number of 
distribution locations toward increasingly larger areas 
though this too 1s expected mm opened-up special zones 
along the seacoast. and investments further inland will 
be in inverve Proportion to imcreasing transportat.on 
costs Conversely, the closer those areas are to Taiwan. 
the greater the investment. because of favorable geo- 
graphic and policy factors 


Second « the appropriate scope of its enterprises. The 
average amount or capital investment by Taw an busi. 
nesses in a single proyect 1s about $1! million, and more 
than 90 percent of investments are in medium-sized and 
small enterprises started with less than $1 million How 
ever, there are also a small number of large enterprises 
with investments over $10 millon Enterprises in Xia- 
men. Guangzhou. Shanghai. and Beying are usually 


operations on a larger scale, with an average capitaliza- 
tion amounting to about $2 million per enterprise. The 
scope of investments in other regions 1 more modest 
about $500,000 With the trade relationship between 
Taiwan and the PRC becoming closer, investment by 
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Taiwan businesses through introduction of large-scale 
enterprises will continue to broaden 


Third is this patiorn's variety, Enterprises supported by 
Taiwan capital are seen in many forme—single ventures. 
joint ventures, cooperative ventures, and ‘three-to-one 
operations Single ventures are found chiefly in Xiamen 
and Shenzhen, comprising about 70 percent of total 
Taiwan investments Joint of cooperative ventures are 
seen mostly in the rest of the locations In the Zhujiang 
Delta and the southern Fujian triangle are many enter 
prises that take advantage of the readily available main. 
land labor to engage in finishing and processing 
imported materials, as well as assembling imported paris 
on products for shipment and marketing abroad At the 
present time, besides then input of capital, skills. and 
equipment, these Taiwan entrepreneurs are also respon. 
sible for managing these enterprises, importing the raw 
materials needed, and marketing the finished products 
Contributions from the PRC side are chiefly the labor, 
available land, and plant and shop facilities: The set-up 
cycle for most enterprises is generally shori, requiring 
only a few months, short ones being as short as a month 
and long ones as long as a year. Most Taiwan bus 
nessmen are quite efficient, working fast to get contracts 
signed, and equally fast about going int) production The 
time limit for enterprise operation is mostly over 10 
years, generally from 20 to WO years, with the longest 
running up to 70 years 


Investment usually falls into four categories The first 1s 
the labor-intensive model, where the investment item 
utilizes the relatively cheap labor available in the 
invested area Investments b, Taiwan vusinesses in 
countries such as Thailand, Malaysia etc. are mostly in 
this category. Second is the land and environmenta! 
utilization model, where the purpose of investment is 
utshzation of the relatively cheap land. plant facilities 
and favorable environment available in the invested 
area. Taiwan investments in countries such as the Phil! 
pines are mostly in this category Third is the marke! 
invasion model where the purpose of investment fr 
quently « to break down various trade barriers & 
directly enter the market in the invested area Tarwan 
investments in North America and Latin America are 
mos'ty in this category Fourth +s the natural resource 
model where the investment object is chiefly exploration 
or preliminary processing of natural resources found in 
the invested arca to satisfy various investor needs 
Taiwan investments in Indonesia. the Middle Fast. and 
8© ON, are mostly in this category 


Taiwan investments in the PRC at present are mostly in 
form of the first model—that 1s. the labor intensive 
model. in light textile and processing indusines that 
make garments, luggage toys. shoes. etc Initiated carly 
on, this type of investment has now progressed from the 
trial to the maturity stage This type of investment can 
also be referred to as a trade investment model where the 
know-how, equipment, and raw matenals arc mostly 
impo, ted from the capital source or some other place 
and the finished products are usually exported and sold 
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in places where labor costs are high, e.g, European and 
American markets. As the result, the investors overlook 
the comparative proportion of sales inside the market 
and certain most-lavored policies, and emphasize labor 
costs instead. The Chinese mainland has an abundant 
labor resource, which is one of the most favorable 
features that has attracted Taiwan capital in a relatively 
short time. The premise for continued introduction and 
expansion of this type of investment isa relative increase 
in productivity and suitable control of wages 


Investments by Taiwan businesses that fall into the second 
category, that is, the land and environmental utilization 
model, are also quite numerous. Al present, they have 
entered the stage of stable expansion, This type of invest: 
ment consists chiefly of three kinds. The first is utilization 
of the cheap land and physical plant facilities available in 
the PRC. Some Taiwan investment projects that require 
considerable space can only seek development abroad in 
face of rising land prices on Taiwan and the high cost of 
capital investment As the result, those that have been 
transferred to the China mainiand include some large 
industrial enterpris © such as real estate development, golf 
course construction, and so on The second is utilization of 
the uncontaminated environment available in the PRC 
Some enterprises that have more strict environmental 
quality requirements which cannot exist in the increasingly 
contaminated environment on Taiwan are forced to 
transfer out. Some aquatic product development ente;- 
prises engaged in the culture of shrimp, oysters, etc., have 
been partially transferred to the Chinese mainland. Third, 
taking advantage of the mainland’s comparatively liberal 
environmental standards The Chinese mainland is yet to 
experience the preliminary stages of economic develop- 
ment, so 118 requirements for environmental protection are 
not too strict. Some enterprises on Taiwan that are heavily 
contaminating cannot but move out in face of heightened 
environmental consciousness on the island Enterprises 
such as those involving petrochemicals have made known 
their intentions to move over to the mainland. The three 
kinds of investments mentioned above frequently coincide 
with the labor intensive model, and it 1s expected that this 
situation will be expanded some more To maintain the 
PRC's supernority with respect to land availability and the 
environment, one condition in attracting Taiwan invest- 
ment should be appropriate control of land costs to reflect 
overall market values The second condition 1s to imple. 
ment a small regional plan for industrial land use and 
investment, allowing the investment object to be logically 
placed and orderly situated The third condition 1s drafting 
and adopting a senes of environmental protection mea- 
sures to prevent excessive contamination of the land, water 
sources, an« the air 


The third category of investment by Taiwan businesses 
that 1s the market invasion model. 1s not numerous, and 1s 
still on the beginning stage. One of the reasons for this is 
that the consumption level in the PRC is still quite low 
and the purchasing power of the people is not great 
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Another reason is that the style of commodities trading in 
the PRU is different from that prevailing on the interna 
tional market, and i is not easy for Taiwan businesses, 
used to production and operation based on order fulfill: 
ment, to adopt and use. The third reason is inadequate 
understanding of the China mainiand market, which at 
present is still in the exploration and familiarization stage 
However, Taiwan businesses have already set their sights 
on the PRC market, and this type of investment is 
expected to increase further in the future. The capacity of 
this mainland market is large, and its potential is even 
greater, for a gigantic market serving a population of |! 
billion is NOt seen in Any Other country or region of the 
world This is another factor underscoring the dominant 
position favoring the mainland in the future To preserve 
and to take advantage of this dominant position to reap 
even greater efficiency and benefits all around, the PR( 
authorities should take overall control and place an overall 
limit on various goods permitted to enter the open market, 
and give some definite priority to hinterland enterprise 
development as the first requirement. On the other hand, 
as a second requirement, they should implement a policy 
of selective market opening based on the state's needs, the 
state of the technology and the extent of its transfer, and 
comparative benefits, to determine the proportion of 
inside marketing to be encouraged. The third requirement 
calls for promoting competition between enterprises and 
raising their technical levels, which leads them to adapt 
gradually to the market competition environment and 
eventually gain the ability to compete with Taiwan 


The fourth category of investment by Taiwan businesses in 
the PRC, that is the natural resources model, is quite 
limited, and it 1s only in the exploratory stage nght now 
While the PRC has the advantage of certain natural 
resources, this is quite limited. In the first place, the per 
capita average for these resources 1s very limited, even 
though the resource deposits are large The per capita 
average for many important resources is lower than the 
international average Second. geographic distribution of 
these natural resources is very uneven, abundant in the 
interior but comparatively scarce in the coastal regions 
This 1s an unfavorable factor for exploratory investment 
and transportation. Third, the resource development cycle 
is long, capital investment is great, and difficulties are 
comparatively numerous Fourth, overheating of the main. 
land economy in recent years has created a critical shortage 
in energy sources and raw materials, causing a relative 
drop in the advantage held Ly natural resources. Following 
an increasingly close cooperation in trade on both sides of 
the straits, future enterprises supported by Taiwan invest. 
ments in developing natural resources in the PRC will 
increase and expand, gradually making the transition from 
their present status of depending on raw matcnals from 
Tarwan and other sources abroad, to one of utilizing raw 
materials from the mainland itself, While this 1s beneficial 
for enterpr ses supported by Taiwan investments in terms 
of reduced production costs an’ | ged productivity, it 
can also increase self-sufficie ‘ec supply of raw 
materials within the PR( 
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Prospects for Forming Social Democratic Party 


VOC MOUIS6A Hong Kong MING PAO in Chinese 
12 Jul 90 p 27 


[Article by Lu Fanchi (7627 0416 0037): “Does Hong 
Kong Have the Ability To Develop a Social Democratic 
Party?” 


{Excerpts} In today's Hong Kong, where “partial party 
politics” is currently emerging, forces on all sides are 
using various forms to build and organize parties. This is 
already common knowledge. At this time, | am inter- 
ested especially in discussing the feasibility of Hong 
Kong developing a social democratic-type political 
party, and have some suggestions for the figures and 
organizations concerned. [passage omitted] 


Of course Hong Kong's situation is very different from 
that of Western Europe, Northern Europe, Japan, Aus- 
tralia, or New Zealand. Yet the experiences of their 
social democratic, socialist, or labor parties, the patterns 
of their development, and their problem-solving 
methods are of value for research and reference Their 
problem-solving methods include such things as han- 
dling relations with communist parties, labor unions, 
pressure groups, and other social organizations, relations 
with capitalist and financial groups from industrial and 
commercial circles and their political parties, relations 
with the electorate, relations with their own party mem- 
bers and between democrats and factions within their 
parties, rel>trons with legislative elections at all levels, 
relations wiih the government, and their relationship to 
promoting trends of thought within the society, ideolog- 
ical attitudes, and a “new culture.’ Any political group 
secking to become the foundation for a social democratic 
party in Hong Kong must draw on the valuable experi- 
ence and theories of socialist, social democratic, and 
labor parties from around the world. Even more impor- 
tant, they must comprehend and study the special nature 
of Hong Kong society as well as the special nature of 
China's national conditions. (Hong Kong's local political 
parties must ulso thoroughly understand the questions 
related to China's overall national conditions and the 
special problems which are directly related to the devel- 
opment of Hong Kong.) 


In today’s Hong Kong. the Hong Kong Association to 
Promote Democracy and People’s Livelihoods (Min 
Hsieh) 1s the political organization which, objectively 
speaking, possesses the foundation and the greatest 
potential and, subjyect:vely speaking, 1s most inclined to 
vecome a social democratic-type political party. How- 
ever, this organization does not have sufficient strength 
on its own, but must cooperate with similar organiza- 
tions (like the Meeting Point and others) in order to 
move towards establishing a local, social democratic- 
type political party. It must progressively systematize, 
organize, and develop a theory for its own path of 
development 


The highly “modernized” development pattern. the 
obvious inherent structural defects, and the highly 
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unbalanced contradictions of Hong Kong capitalism are 
the objective base upon which a social democratic party 
will be able to develop, and social democracy in Hong 
Kong will have to work hard in the present stage of 
integration. It should take Hong Kong's “middle stage of 
capitalism” as the development pattern and adopt 
peaceful, gradual measures, such as structural reform 
and government by legislation. [| should also progres- 
sively promote greater humanity, reason, equality, and 
democracy, the smooth and steady development of pros. 
perity, an even higher level of development, and a better 
economic and cultural life, 1 should integrate this with 
the development patiern of guaranteeing social welfare 
which 1s associated with “the later stage of capitalism.” 
This does not contradict the basic standard of “main- 
taining capitalism unchanged for fifty years” after Hong 
Kong is returned to China. Hong Kong's “new middle 
class” continues to gain ground as Hong Kong's “mod 
ernization continues to develop,” although the tradi 
tional working class and petty bourgeoisie classes will 
still constitute the major part of Hong Kong society tor a 
relatively long time. These vast middle and lower strata, 
which account for the overwhelming majority of Hong 
Kong's population, are in fact the class base upon which 
a Hong Kong social democratic party will seek to 
develop. Such a party must clearly adopt a class onen- 
tation which entails “speaking on behalf of the middle 
and lower strata,” and renounce the “straddling social 
strata’ illusion of a single party which “combines the 
upper, middie, and lower classes.” 


Regardless of whether one views Hong Kong from the 
perspective that capitalism should be maintained in the 
long run or from the perspective that a “small-scale open 
economy” cannot endure too large 01 too many conflicts 
and upheavals, it is essential to place more emphasis on 
class, social, and political harmony. It is a necesses 
condition for a stable and prosperous Hong Kong. How 
ever, “class harmony” involves the coordination of 
interests at the social, legislative, and political policy- 
making and implementation levels after different classes 
and social strata have each formed different political 
parties and interest groups. It is not a situation where 
classes and social strata harmonize interests within the 
same political party or organization, this is not only 
impossible, but also, more often than not, it results in the 
interests of the middle and lower strata being sacrificed 
“Class harmony” involves struggling and existing with 
contradictions contained in different class interests. In 
fact, seeking a rational harmony between the middle and 
lower strata (primanily an alhance between the working 
class and the lower levels of the “new middic class’’) 1s 
one of the basic positions of social democracy [passage 
omitted] 


Of course, in Hong Kong there 1s still one very important 
and special question concerning “political harmony.” 
That is the question of handling relations with China's 
central authorities and the Communist Party. Clearly 
any political party that wants to attain a fairly protracted 
development cannot adopt tactics towards China's cen- 
tral authorities which are wholly confrontational or too 
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locally-orented. Nor can it adopt the completely or 
extremely confrontational tactic of “promoting democ 

racy, resisting communism” against the communist 
party currently ruling China (unless the Communist 
Party falls from power or suffers a protracted and serous 
loss of control over China, althougl this 1s not currently 
part of the political reality of China). Any group wanting 
to develop a social democratic party in Hong Kong 
clearly cannot make any exceptions in this area 


| have some suggestions for members of the “Hong Kong 
Association to Promote Democracy and People's Livel. 
hoods,”’ if 1s to develop as a political party and become 
the foundation for a social democratic party: besides the 
need to extend unity, seek an even larger base of support, 
and continue advocating democracy and freedom, there 
is also a need to make a clear distinction between it and 
political parties of the “radical democratic faction” and 
the “Hong Kong United Democratic Alhance.” This is 
because their past histones are similar, and presently 
their memberships overlap quite a bit. It is necessary to 
clearly distinguish the differences between these groups 
The key points of these differences are as follows 


1) Discard the vague end ambiguous illusion of ‘‘strad. 
dling social strata,” and clearly adopt a basi tion 
and outlook which supports the class interes, — f the 
middle and lower strata of society 


2) Take a stand in fighting for the interests of the middle 
and lower strata, and be their voice. Support the pre- 
mises of democracy and freedom, and, in terms of the 
interests of Hong Kong society as a whole. clearly seck 
the moderate base and line of class, social, and political 
harmony 


3) Besides stressing both struggk and harmony within 
Hong Kong society, it 1s also necessary to stress mod 
erate basic tactics with regard to the relationship 
between Hong Kong's local authorities and China's 
central authorities and Communist Party, which ts the 
main force currently governing China Completely or 
excessively confrontational tactics, such as the so-called 
“support democracy, resist communism” tactic, must be 
abandoned here In addition, it 1s necessary to oppose 
the introduction of foreign forces that would interfere 
politically in Hong Kong's internal development 


4) Besides focusing on practical questions associated 
with developing actual organizations, participating in 
clections at various levels, and establishing catensive 
relations with the middie and lower strata (including 
labor unions, grass-roots organizations, pressure groups. 
cic.), 1 18 also necessary to pay attention to building a 
social democratic party spirit, progressively popularizing 
the basic values, thinking, theory, international 


exchanges, and policy measures of soc al democracy 
(starting first among its own members), establishing 
related study inetitutes (relations between Britain's 
Labor Party and the “Fatian Society” could be consid 
ered), and carrying out related theoretical research and 
dissemination within Hong Kong society 
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i ditorial Denounces British Nationality Scheme 


YOC MOISOH Hong Aone 14 KUNG PAO in Chinese 
10 Jul 90 p 2 


[Editonal “New British Nationality Law Will Minder 
‘Hong Kong People Ruling Hong Kong’) 


| Text] Barly last week, the British Parhament passed the 
"1990 British Nationality (Hong Kong) Law,” and two 
days ago the spokesman for China's Ministry of Foreign 
Affairs stated cautiously that, “in accordance with this 
legislation, the British side has given a portion of Hong 
Kong's Chinese citizens the status of ‘British citizens,’ 
which cannot be recognized by the Chinese side The 
Chinese government retains the mght to adopt in duc 
course further measures relating to the mistaken actions 
of the British side” 


The position and attitude of the Chinese government has 
been consistent with regard to the nationality status of 
Hong Kong residents, and for this reason, the response of 
the foreign ministry spokesman last week was to be 
expected even before he had said anything. The Chinese 
government views Hong Kong compatriots as members 
of the great family of the Chinese nation. When they 
were negotiating the future of Hong Kong, the Chinese 
and British sides reached a common understanding carly 
on concerning the nationality of Hong Kong residents. 
and on this basis exchanged memoranda These 
explained that the nationality of Hong Kong's Chinese 
residents did not change simply because they held “Brit 
ish local citizen passports,” and that the passports would 
no longer be used come 1997, holders of such passports 
could change to another type of travel document signed 
and issued by the British government, but this “would 
not bestow the nght of residence in the United King 
dom,” and also “would not give an individual consular 
protection in the Hong Kong Special Administrative 
Region [SAR)| of other areas of China” The British 
government orginally passed legislation upholding the 
above promise, but after June oj last year, 1 put forward 
a ‘right of abode” plan and wanted to revise the “British 
nationality (Hong Kong) law.” publicly violat -« the 
British side's own solemn promise, and violating the 
spirit and essence of the Sino- British Joint Declaration 
In December of last year. the Chinese foreign ministry 
spokesman issucd a statement which appealed to the 
British to change this mistaken action. In April of this 
year, the foreign ministry spokesman again pointed out 
that the British government had seriously violated the 
Sino-Britush agreement and disregarded the just 
demands of the Chinese side This was something which 
of course, the Chinese government could not ignore 
Therefor, after the British Parliament passed the so 
called meht of abode law bill last week, people could 
anticipate that the Chinese government would have no 
choice but to reiterate ther serous opposition 


In accordance with the principles of international law 
the nationality of a country’s citizens 1s stipulated by the 
laws of that country. Nationality 1s normally based on 
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one's extraction or birthplace, and Hong Kong has 
historically been a territory of China. Hong Kong com. 
patriots are of Chinese eatraction, hence the nationality 
of Hong Kong citizens can only be determined on the 
basis of Chinese nationality laws, and thus is a matter 
that falls within the scope of Chinese sovereignty The 
British government wants to unilaterally change one 
group of Chinese citizens living in Hong Kong into 
“British citizens,” which infringes on Chinese sover- 
cignty and is something that naturally cannot be recog 
nized by the Chinese side 


The Chinese government guarantees that residents of 
Hong Kong will continue to enjoy the freedom to come 
and go as they please, and the Sino-British Joint Decia- 
ration and the Basic Law of the Hong Kong SAR both 
clearly state that “those holding valid travel papers can 
freely leave the Hong Kong SAR, unless legally pre- 
vented, and do not need to obtain special approval.” The 
practice is the same as elsewhere in the world in order 
for Hong Kong SAR residents to be free and go, 
they must first present valid travel docun __,, and then 
the British side, in accordance with the “1990 British 
Nationality (Hong Kong) Law,” will issue “British cit- 
izen passports,” which the Chinese side cannot recog. 
nize. Of course, Chinese citizens cannot use this type of 
document to enter and leave the Hong Kong SAR and 
other areas of China, and will not enjoy British consular 
protection in Hong Kong or in the country proper 
because of this document 


The British authorities advertise that the ‘nght of 
abode” bill will be able to stop the drain of skilled people 
from Hong Kong, but in recent days Hong Kong govern- 
ment officials have publicly stated that they believe that 
the law cannot have this effect. On the other hand, some 
people view the “nght of abode” as a general plan to 
actually stir up emigration sentiments and accelerate the 
outflow of skilled people from Hong Kong, which will in 
fact only “undermine the foundation’ and not calm the 
minds of Hong Kong citizens. Quite a few people who 
want to remain in Hong Kong and build it up have 
po’ ved out that, if it is only a painstaking effor to 
complicate people's attitudes and not to foster an att. 
tude of being their own masters, then the problem of 
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confidence will remain unsolved for a long period. The 
British side's use of secret methods to select a p to 
become “British citizens” is bound to lead to divisions 
within Hong Kong society, For example, some of those 
public servants who have obtamned the “right of abode” 
could at the same time leave their posts, thus creating an 
administrative “gap.” Public servants who are qualified 
to apply for right of abode but did not apply also worry 
that the British will view this as a significant loyalty 
problem and that this will affect their promotions. For 
those who were not qualified to apply for the “right of 
abode" or whose applications failed, there could be a 
drop in morale, and it would be even harder to avoid 
contradictions ansing among them 


In April of this year the National People's Congress 
adopted the Hong Kong SAR Basic Law, which stipu. 
lated that major positions in Mong Kong's administra- 
tive, legislative, and judicial organs will be filled by 
Chinese citizens who are long-time Hong Kong residents 
and who have no right of abode on a foreign country. The 
British side, however, insists on seeking out “favored 
persons” who occupy crucial positions in Hong Kong for 
“right of abode,” thereby crecting obstacles to realizing 
“Hong Kong people governing tiong Kong” in the 
future. In order to carry owt the provisions of the 
Sino-British Joint Declaration and implement the Basic 
Law, it is necessary to progressively adopt relevant 
measures for eliminating these ol» (ectes in coming days 


When the Chinese foreign ministry spokesman com. 
mented on the “British nationality (Hong Kong) law,” he 
reiterated that the Chinese side will carry out the provi- 
sions of the Sino-Brntish Jomt Declaration and the 
principles of “one country, two systems” to the letter, 
and that it is willing to continue cooperating with the 
British side on questions related to Hong Kong Last 
week. Francis Maude made an unofficial visit to China, 
further improving Sino-British relations Now the hope 
is that both the Chinese and British sides will continue to 
work hard to restore and develop the favorable cooper- 
ative relations of the pasi, making it possible to solve the 
problems related to the “night of abode.” This will be of 
benefil to the stable prospenty of Hong Kong and to a 
stable and smooth transition 
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